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PREFACE. 

This report is the fruit of a toiir made last winter ( 1920-21) in 
*€rei^many and Italy.' It also represeats the results of over three 
years' practical work and, study in the Punjab, where there are now 
,'over 8,000 co-operative societies. Throughout my tour my 
.one aim was to see and hear everything th^ could be of prac- 
tical use to India ; and similarly throughout this report my sole 
object has been to share with others, less privileged, the fruits of 
■an intensely interesting experience. This explains at once the 
^cljioice of subjects and the method of treatment. Primarily I 
ihave written not to show Co-operative achievement — abler pens 
•have done this — but the actual working of the movement. I have 
read many books on , Co-operation, often works of deep interest, 
'but few that I found of much practical assistance to the builder, 
-and it is for the builder rather than for the architect that I have 
written. This method naturally involves much technical detail. 
To make the latter intelligible and, if possible, readable, a 
number of individual soci^efeies have been described, which show 
-perhaps more clearly than anything else what Oo-operation means 
ito the individual co-operatof . If, by unexpected chance, this re- 
' port falls into the hands of the general reader, I would venture to 
-.suggest that whatever else is omitted some ,at least of these 
.accounts should be read.^ , Altogether 98 societies (exclusive of 
(federations and unions) were visited, and so far as possible typi- 
cal institutions were chosen for inspection.'* In Germany; believ- 
ing' that concentration, would be more fruitful than a -wider 
I survey, I divided most of my time between Bavaria and the 
Bihineland, probably the two best fields in the country for the 
:Study of agricultutial Oo-operation. In Italy, with one exception, 
all the societies I saw wete in the Northern half of the peninsula. 
"Consequentjly there is little ref-erence in the report to the South, 
where the rhovement is said to be much less developed, . . 

As few statistics as possible have ibeen given, partly because 
the war has made them diffifjult to obtain, and partly because they 
-jare not easy to digest. Conversion of the mark and lira for any 
post-war G-guve has been done at 200 marks and 80 lire to the 
pound. . Owing to the great depreciation in German and Italian 
currencies conversion at par would have given a totally wrong 
impression. A'flgure has, therefore, been taken as nearly corre- 
fSponding as possible to the average rate prevailing last year. ' 

* Eight daya were Also spent in Ireland last sumiuer. 
2 e. 9. paragraphs 11, 113, 113, 128, 129, 156, 165, 175 aad 182. 
MnOor.naar 59: Italv 28 : Ireland 11. 
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I am so constantly asked what is meant by a co-operative^" 
society that it will perhaps be as well to indicate yery briefly how 
it differs from a joint; stock company. There are two main 
diffietfenees. One touches aims and the other control. In the 
johLt Stock company coiitrol vests in the shareholder in proportion 
to his shares. A man with 10 shares has ten times as much vot- 
ing .power as a man with one. Capital therefore dominates. In 
the co-operative society the rule of one man, one vote, is axiomatic, 
Bich aitd poor are therefore equal. Secondly, a company's sole 
object is profit, and all profit is distributed in ratio to shares. Qn . 
the other hand the' object of a co-operative socifety is not profit 
but a specific servia^Z-which. it seeks to render to it^ members on 
the best possible terms. If the service is the supply of house-, 
hold requirementSj the society is called a store ; if the provision of 
banking facilities, a bank or credit society ; if the sale of mem- 
bers' prdduce, a sale society ; and sb on. All money raised or 
borrowed is. paid for at a fixed rate like any- other commodity 
required by the society. l^Or instance, dividend on shares is^ 
usually limited to 5^ or 6 per cent. If after dischargliig all 
liabilities any surplus remains, it is -distributed in strict pro- 
portion to the amount of business done by each member 
with the society. Thus a mernber who has bought £10 worth 
of good's will regeive ten. times as much as one who has spent 
only £1. The principle underlying the payment is not a 
distribution of profit, which technically does not exist in 
a coroperative. society^ but a refund of pa«rt of the price 
previoTisly paid for the goods. Bl-oadly, therefore, whereas a 
joint stock company exists to exploit hqiman need for the 
berLefit of capital, a co-operative society exists to make oapitaili 
serve human need. And! so the motto of every joint stock com- 
pany ia profiti more pfofit and still more profit; or iu blunter 
langua^-, ^very company for itself and the devil take t^6 hind- 
most; Whereas the motto of every true co-operative society is- 
' each for all and all foir eadi.' The differejice is fundamental 
and explg»ins why Coroperatioiji is spreading so fast and so far. 

I editnot cbricTude this jyefatory niote without e:q)resisiitg my 
deep gratitudis for > the kindness lavished upon ijae by fbllbw-cb— 
operators wherever I wentl It mjaide me realize the strength 
of tiie oo-operative tie — one of the few international ties that the 
VFAv has not entirely snapped. Alike ih Gerinany aid in Ital^y 
nothing could have exceeded the generosity with which timei 
labour and information were placed at my disposal, often by 
extremely busy men. If in the following pages piraise is mixed 
with blame, it is because no human institution is perfect, and I 
would beg all concerned to believe that I have endeavoured, to- 
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the best of my ability, to give a faithful account of all I saw and' 
heard. Where so many have helped it is almost invidio'os to 
mention names, but a special word of gramtude is due to Mr. H. 
W. Wolff for having advised me to go to Germany and for enabling 
me bf his introductions to do so. I doubt if any, other coun- 
try can have so much to teach India, as the Indian system is • 
largely^ modelled upon the German. Of . the many, others who 
stand out prominently in my memory for unfailing help and 
courtesy are Mr. A. Wotzell of the Ministry of Labour, who 
placed his library at my disposal ; Messrs. H. Barbour ^ and J. 0. 
Adamsi who showed me so much in Ireland ; Herr Eegierungsrat 
Qennes,^ President of the Imperial Federation at Berlin ; Dr. 
Anwander, President of the Bavarian Union of Urban Banks, and 
the Secretaries of the Agricultural Unions at Bonn, Ooblenz and 
Munich. In Italy Sir Edward Capel Cure, K.B.E., of the British 
Embassy at Eome, S. Vergnanini, Secretary of the Socialist 
National League, Dr. Eacchini of Bavenna, Dr. Pesenti of Ber- 
gamo and M. Oonstanzo of the International Institute of Agri- 
culture at Eome were of special assistance. I had, too, th|B 
privilege of meeting some of the veterans of the movement,, 
associates of Baiffeisen and Schulze, notably His Excellency Luigi 
Luzzatti, Herr Geheimrat Havenstein, Herr Justizrat Cruger, and 
Herr Okonomierat Gaspers. Last but not least must be mention: 
ed Mr. J. E. Cahill's admirahle Eeport on Agricultural Co-opera» 
tion in Germany which was my vade mecum throughout my tour 
in that country. 

TU 12th July 1921. MALCOLM DAELING. 
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INTRODUCTION. 

Apr^s la guerre le deluge. Eor four years of wg^r every 
V ^!^ +V. w economic law had been broken, and by a 

Europe after the War. , , i ,./. ^ i 

hundred, artifices every symptom and conse- 
quence had been suppressed. When at last ' peace ' came, the 
dam burst and Europe was almost submerged. Russia finally 
went under, and Hungary was nearly sucked down in her wake, 
Austria for the moment survives but only by artificial respira- 
tion, while G-ermany, at one time threatened with bankruptcy, 
famine and chaos,' is still adrift ou the wreckage of her shattered 
empire. Even the victorious countries ha^ve not escaped. In 
France the franc has touched 68, and in Italy the lira was 
(recently worth less thaii 21&} Revolution has always been 
preceded by depreciation of the currency, and at one time many 
thought that Italy was in danger. Last September (1920) her 
factories were 'seized by the workmen and the masters tempo- 
rarily dispossessed. In district aftar district there have been 
jagrarian disorders, and in Sicily large tracts of land were forcibly 
seized by the peasants. Everywhere on the continent food 
was , scarce, prices prohibitively high and ' morale ' profoundly 
shaken. Meanwhile ark after ark has been planned to save 
Europe from the- flodd, but so far only one has succeeded in at- 
tracting men of all countries and giving them some measure of 
security and hope. As a leading Italian co-operator put it— 
*' the war has buried Jh its ruins men and their institutions, 
philosophical sysjtems and political and economic doctrines, but 
it has given wings to Co-operation."^ 

2. Never has Co-operation been more needed, and nevei? has it 
Por^i^p,. ^y^tn spread more rapidly. By the Peace of Ver- 

Kapid Growth of Co-opsr- J^,„ ^ i I n nrvx i ' i.' 

ative Societies. sailles, Germany lost over 2,300 rural societies. 

The. deficit was made good in nine months. 
In the two years following the war 10,000* societies were started, 
:and the pace is stilj^ maintained. Eor Italy accurate statistics are 
inbt available, but progress has been as rapid, if less sure than in 
Germany. In 1915 ] there were 7,000 societies, and at the end of 
,1.920 probably as many as 15,000, which means that the' number 

* la 1919 Munich was for a month in the hauds of the BoIshoTiat, There have been many 
other diBtnrbanccs. 
Pebiuary, 1921. 
^ Inangaral address of the President of the Congress of Village Banks, September 1918. 
The actual nnmbef is 9,993. Hhe net increase is, however, much less as 1,701 societies 
xrere^^isBolved and many more were lost throngh the peace treaty. 

.In the first fonr months of this year nearly 2,000 ^cieties have been opened. 

B 



must' have nearly doubled since the war, as comparatively few 
societies were started while it lasted.^ 

3. There are several reasons for this startling growth in 
T> X iv A ^x. Italy and Germany. One is common to 

liessons for this Growth. , .,* .,• : . ,, i • * jx TT * 

both^ if not all countries. After the war 
(a) The Profiteer. evcryone expccted a better world, and every- 

o.ne found a worse- Only one cl^ss prospers, the profiteer. Thp, 
profiteer ^ has been with us for at' least 100 years, but it was not 
till the war tliat he entered into his kingdom. Everyone ha]tfis 
him, and yet everyone profiteers if he gets the chance. The 
country profiteers a,t the expense of the town, and ring, syndicate 
and trust at the expense, of the country. The towns are hung'ry, 
y.e|; the farmer exacts the uttermost farthing for his produce,^ 
T^e farmef'in his turn bias to purchase everything he needs at 
exorbitant rates. The capitalist or, as Lwould rather call it, the 
profit-seeking system, and not the individual is to blam^. Based 
upon profit, this ^stem inevitably breeds ^the profiteer. To 
dethrone him the system must be mended or ended. The Italian 
Socialist is emphatic for the latter; the German peasant pro- 
prietor woiild, be content with the former. , Anabn'gst the* many 
remedies suggested^ nationalisation, co-palrtnership, guild social- 
isna ajid the like, Cooperation, is' the only one that in all-- 
countries is, definitely pstablished, and the only one, .therefore, 
that can deal fortWith with the evil. Stated briefly this is the- 
main reason for its sensationial growth since the war, and this is 
why the co-operative store is spreading so fast in Italy and the 
supply society in Germany. 

In Italy the feeling against the profiteer and the system- 
(5) Political RiTaiiy ID he represents is even stronger tha,n in 
Italy. Germany. The expressed aim of the Social- 

ist party, which controls one of the two great blocks of co- 
operative societies in the country, is to destroy capitalism and 
establish Collectivism in its place. The Catholics, on the other 
hand, who conti-ol the other important block of societies, are 
strongly entrenched in individualism. The hottest rivalry pre- 
vails befeween the two and, as the co-operative society is regarded- 
in Italy as a source of political strength, both parties compete^ 
feverishlj with each other to forni societies. This factor, which 
has had much to do with the rapid spread of the movement in 

''ATecent official estimate (tn the Bolletioo del Lavoro puts the namber of societies on the 
l&th Jaly 1921- atiy.SlO, hut the leeding Socialist Co-operative Journal would deduct at least 
10 or 20 per cent, on account of societies that have ceased to fnuct'on. Iiess than 3G pet cent, 
of the societies are in the Southern half of the peninsula li.e., from Rome Southwards) while 
well over half are in the fonr Northern provinces of Piedmont, Lombardy, Venetia and Emilia, 

3 ".The Italian farmer has again preferred, as a rule, to hold hack his wheat crop in the expect- 
ation; that he will be in a position to secure a better price from the necessities of the city popo^- 
lations "—Ihe Observer, 2nd October fi(2^ * 



Italy', has only recently come into play, as i^ is only . since the 
war tha,t the CatHolics have begun to take an opeWpairt in politics. 

Only, less inaportant than political rivallry is. the lavish 
Yi state Ai'd' financial assistance given by G-overnment. 

M^illions of lire have been poured out, mainly 
in the hope that Co-operation would prove a sedative to the 
agrarian and industrial ferment produced' by a long war lipbri a 
not very phlegmatic people.^ Sodeties* have sprung up like 
mushrooms, some with no more resource than a few l6 lire shai'es, 
believing that unlimited funds would be placed at their disposal 
by Government. * Even Italians are' alarnied at the appearance 
of so many new societies, soirie of which have already had to be- 
liqtiidate^. The dahger is accentuated by the almost total lack 
of organization for irLspectioti and control,- which has there- 
tore, had to be improvised in haste With insufficient funds and 
staff. The question of State aid is ah important one and w'ill b6 
discussed later.^ Meanwhile it may be noted that the great^ Luigi 
liuzzatti himsel:^ considers the present indiscriminate distribu- 
tibn of subsidies to be higbly detoioralising. 

4. Germany is in shai'p contrast to Italy. Politics are 
Econo„,ie Condition of eschfewedajid the public exchcqucr is empty. 
Germany after the War. Frogress therefore owcs nothing either ta 
political rivalry or to public* grant. The 
feeling against the profiteer is strong, but at bottom the driving 
impulse is necessity, th'e hard, dire necessity of defeat and econo- 
mic paralysis. , " The very perfection of social and economic 
organisation in Germany " says a British Government report " hrs 
proved her undoing. No other nation could have liquidated and 
thrown into the fighting line the whole of its resources in men and 
material. . . When, however, her fighting shell broke down at one 
spot, the whole thing collapsed, and the shell was found to be 
practically empty." ^ In the 25 years before the war the German 
population increased by 40 per cent. ; yet in spite of a poorer soil 
than that of Grfeat Britain,-, thanks to vast imports^ of Chemical 
manures and concentrated feeding stuffs, Germany^,. was .able 
unaided to, feed nearly the whole of her populatipn of 67 millions, 
and' withal to feed it better than either England, France or Italy fed 

^ The I^eague of ex-soldiers alone has been given 300 million lire to pnrchase land for 
co-operative farms. 

' Paragraph 50. 

s Great, because be is the founder of Oa-opesration in ', ialy. He has also been, Fiiue 
Minister, see paragraph 143. 

* House-hnilding societies are a partial exception, see Chapter 10. 

I starling, Seporl on Food ConditioHS in Oermany (1919), p IS • 
Valued in 1913 at £68 millions. 
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theirs. Only the finest organisation and thft highest development 
of scientific agriculture could have achieved this. The war para- 
lysed the one, andrby cutting off supplies half destroyed the other. 
The productivity of her soil diminished by 40 per cent.^ : 55 per 
cent, of her livestock was lost," and food supplies were 'cut in 
half.' ^ The mark once worth a shilling shrank to less than 3 farth- 
ings. • Death and disease increased enormously, and the .nation is 
described as ' broken .in body and spirit.'* Yet, in spite of this, 
in the two years following the war 10,000 co-operative societies 
were opened. There could be no" finer tribute at once to the 
^ power of Co-operation and to the unconquerable spirit of man. 
5. Apart from moral influences, two factors have combined 
. , c r. • to produce this result, an efB.cient organi- 

Impoitance of Orgsniaa- ,.^ i a l i. j^> i i • 

tion and a good Banking satiou and a flrst rate co-operative banking 
^y**®™- system Through an elaborate system of 

Federations and Unions, which is described 
in chapter 2, experience, capacity and enthusiasm, (all {high- 
ly disciplined and trained, have been brought to bear upon 
every part of the country. As in Italy, societies have arisen 
in hundreds, but, unlike Italy, as soon as a society is formed, 
it comes ,at once under skilled guidance and control. Pro- 
gress therefore is sure. It is also rapid, because money 
is available. On the agricultural side this is due, to the 
village bank, of which there are now nearly 1 9,000. In Italy and 
Ireland village banks are at a standstill, if not declining, because 
high prices have turned the farmer from a borrower into a depo- 
sitor, and there is no means of using his deposits. In Germany, 
too, war has made the farmer prosperous and large depo- 
sits have accumulated. Thanks, however, to an admirable 
system of central banks every pfennig has bee.n abserbed, 
so that when the time came for re-construction and deve- 
lopment abundant capital was. available. Germany is a splen- 
did example of self-help, as Italy is a warning of the 
danger of State aid. But Italy, too, is learning the lesson 
that sooner or later all must learn who ignore first princi- 
ples. When last winter the tide of Government ^rant suddenly 
ebbed, progress was arrested'and many societies found themselves 
stranded. jEn consequence both Catholic and Socialist are now 
doing their utmost to develop banking systems of th^ir own, 
the one, as in Germany, to draw the surplus wealth of the -country 
side and the other the deposits of labour. If they succeed, Co- 
'operation-dn Italy will be on firmer ground. 

■ 1 Starling, page 13. T ' | 

*llid, page 15. ' 

VM, page 32. 

•This applies primarily to tlie "lO per ceilt. living ia the larger towns and industrial area, 
The farmers hare always had enough to est, bat even they, as I can testify from personal 
experience, may be said to be 'broken in spirit', though not in body, 'by the huge casualties of 
^e war and its disastrous issue. 



6. Oh the 1st May 1921, there were in Germany 33,345 
agricultural societies,^ which are said to in- 

levemen in snnany. ^j^^jg gQ pgj. ggu^ of its 2^ million proprie' 

(a) cfenersi Pignres, ^Qj.g_ Excludiug towns with a population of 
over 20,000, there is one society for every 1,175 inhabitants. Of 
urban societies there were at the end of 1920 over ] 2,000 and, as 
they have been rapidly increasing since, the total number of so- 
cieties in Germany at present* must be at least 47,000. Sleniber- 
ship is difficult to calculate exactly. The agricultural societies 
claim 3| million memb^ers,^ and 1,300 urban stores affiliated to a 
federation at, Hamburg claim another 2| millions. Total mem- 
bership may therefore be put at about 7 millions families, em- 
bracing between_2 5 and 30 million souls or about half the pre- 
sent population of Germany*. The importance of Co-operation 
cannot therefore be disputedt 

In the town the co-op ei:ative store, and in the country the 

(J) The Village Bank tillage bank is the most important type. 
The latter is still increasing more rapidly 
than any other form. After 60 years^ experience Germany be- 
lieves as firmly as ever in the village bank, and still regards it 
as the foundation of her agricultural co-operative system. Mo- 
,rally and materially there could be no better foundation ; mate- 
rially, because credit is the basis of all biisiness, and morally, b©» 
cause in the village bank credit is based as much upon character 
as upon property. Moreover, the village bank is a school of busi- 
ness where the humblest peasant may take his diploma. Nor is it 
necessary that only banking should be done. Agricultural re- 
quirements are commonly supplied, and members' produce is 
often sold. In this way the village bank is becoming more and 
more the business centre of the village, and through its moral influ- 
ence it continues to uphold the best village traditions. No serious 
doubt is felt as to its future utility. Intensive production and 
the finest organisation are needed to solve the many economic pro- 
blems arising out of the war. Manures, machines, improved 
breeding, and first class seed are more than ever needed. Heavy 
taxes, too, will have to be paid. For all these things mouBy is 
indispensable. A network of village banks will therefore be re- 
quired to supply the necessary credit. There is only one danger. 
The competition of district savings banks grows increasingly 
keen, and even the commercial banks are penetrating into the 

' See article in Das Qenoise tuehaftiilalt, 30th Jaly 1921. By the end of 'N >veiubc r 192 
sgricultural socie'ies had increased.to 34,773. lo India list year ^1920) there were ap proxt 
jnately 38,000 agricultural societies hut mamhership is much smaller than in G ermany, - 

'June 1921. At the end of 192J the total namher was 44,315. 

'See article in Die Oenoisentehafitpresie, 15th September 1921. 

*60'4 millioDB according to the 1919 Censns which however inclnded teiritory snbseqnentl;!- 
ceded to Denncark. 

°T£e first village bank was foanded by Baiffeiseo in 1S63 
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pillages, not to lend but :tD drain .the qountry side of the money 
which industry needs. 

Supply and sale are done by independent societies as welt as 
MSI dsi s by village banl:s. These societies, number- 
eietiL:^ ■'*'*' °" ihg over '4,00'0, -form the second most impor- 
tant group of agricultural societies. They 
are an admirable example of the organisation that before the 
war made Grerman agriculture the most eificient in the 
world. Some ■ account of them will be found in .Chapter 
4. BeXohging to the same category is the co-operative 
granary society which stores grain for sale, a type of society 
that had its birth in Gennany and which, if it could be estab- 
lished in the Punjab— the first experiment has already been 
made — might be of the greatest benefit to the zemindar.^ 

Creameries, of which there are about 3,0,00,^ are the next 
'„ ' . ' most important class of society. They are 

not described in this report, as at present 
they have little practical interest for India. Moji'eover, the State 
Qontrpl of mijk and Abutter has made their position difficult, 
and !for,the nioment they are declining. The cp-operative sale of 
milk on -the other hand, though still in its infancy, is making 
progress and, as it' is a problem that touches India closely, one or 
two typical milk societies are described in chapter '6. 

Over '7,000 rural societies are gj-egariously classed (together 
, , „, '. .^ „ . .. as ' miscellaneous.' Electricity societies form 

(e) Eleetncity Societies. ,■, , - ... . i • o i\c\c\ 

■ ^ 'J the largest group, numbering now over 3,000. 
^ey are a remarkable instance of the power of necessity. If 
necessity is th.e mother of invention, it is both fath^ and mother 
to iCo-operation. Over 1,700 societies have sprung up since the 
armistice. The shortasfe of coal and oil due to the war has 
made light as difficult a problem as it was two or three years ago 
in India. The scarcity of draugh/t animals, their prohibitive 
prices and high cost of maintenance have made the use of 
machinery more than ever desirable, and the ever-rising wages 
have^hadthe same effect. "^ . Lenin at a recent .Gohgxess spoke of 
the electrification of agriculture as the best means of reconstpmct- 
ing E/Ussia.* The process has already begun in Germany and in 
tim.e may have ^r-reaching effects. It should be of special 
interest to the Punjab, where an . abundant supply of electricity 
Tvill before very lopig l^e available. A brief" description of the 
<3-erman society has therefore been given in Chapter .8. 
. . I I * 

' See Cnapter 5 . , 

' On May 1st, 1921, thei* were 3,046. 

'°LsiSt-nriDter'(1920-2l') ftrsgies were 9 times as high as in 1914. 

*Seport of the CommUtee tocollict information in Maaiia, 1921 ,(page 57). 



Of url^an.spoiefcies the most important types are the Store, 
cnuh s -r* the praftsmen and House-Building societies 
(f) ranooieies. an,d' f he ^chulze-l)elitzsch or SHiall industrial 
liank. T^he 1 ,300 Hamlsurg federation stores, witli their 2| mil- 
lion menibers j^nd' a turnover iast^ year (1919-20) of nearly 3,000 
million marks, bid fair to rival the English system from which 
they are directly derived.^ They are not disscribed in tJiis 
report as .th^Ye yv^^^s no tjime to §tudy them. The other three 
types are described in Chapters 9, 10 and 11. Both Craftsmen 
:a^d House- jBuilding societies a^re rapidly increasing, the one 
ibecai;ise ravr ,m,ateyiajs aire scarce, the otber because the housing 
question is as acute in Germany as in every other country in 
Europe., The ^chulze-Delitzsch bank^ is still an impbi-taint factor, 
but the corpipetition of the la,rge commercial banks ^s an increas,- 
jflig dangeir and its futuije is therefore u^cei-tain. It caji still, 
however, lend at 1 or 2 per cent, cjieaper than its rivals, ajad th^e 
Simalle;r industries and businesses continue to regard it as a pro-- 
taction agAinst the monopojisli tendencies of the capitalist system 

The remaining subject that is treated in this report, so far 
. . ^ _^ ^.^ as Germany is concerned, is the question of 

g an re i . Land Mortgage. In this sphere Germany 

IS admittedly ahead of. every other nation. In England, if a 
landowner wishes to raise money by mortgage, he has to apply 
to his splicjitor or banker to find a mortgagee. This may take 
time and interest will be at 6 or 6 ^pcr cent. In Germany there is a 
large number of mortgage banks, where with the minimum gif 
delay and expendiWre a mortgage loan can be raised at 4 to 4^ 
per cent, which is substantially le^s than what Govexjo^ent has 
to pay "for its loans. India never did a wiser thing than 
vvhen she borrowed of Germany her system of village banks, but 
it might be even wiser still to borrow her system of Land 
Credit. The subject is discussed in Chapter 7, in which two 
characteristic Land Credit associations are described. 

7. The bulk of Germany's -47,000 societies are grouped ,to,- 
„• . , „ ^ ^. " gether for purposes of audit, control and ar- 

tuational Federations. ° ; , . ^. ^ j i p p ' ^ •• ■, 

ganiZQ,tion in one ox either or tou,r national 
JFederations. The 1,300 Stores mentioned above belong toaponsum- 
ers Eederation at Hamburg, and most of the oth,er urban societies 
to a federation a,t Berlin called ' the German Fe4eration;Qf Co-op- 
erative,Societies.*' Similarly, nearly all agricultural societies belong 
either to the Imperial or to the Raiffeisen Eederation. Bot^ 

'At the end of 19J0 tljere were 2,418 co-operative stores. 

'So called because the first banks of this type were founded in 1850 by gohuize of 
Delitzsc^, who did for the 1 own what BaifCeisen did for the conntry. 

. 'In May 1920 two important urbin federations called, respectively, the ' AlegemeinQr Verband 
and the 'Hauptverband' amalgamated to form the ' Dea'scher Gennsaensoh^afts-yerbanS,' or Ger- 
man Federation of Co-operative Societies. At the end of the year tbe laiter embraced 4118 societies , 



have their headquarters at Berlin, and both are described in 
Chapter 2. The Imperial Federation with nearly 22,000 societies 
is much the largest in Germany and probably the largest in the 
world. An interesting and encouraging sign of the times is the 
^ tendency of all four federation's to draw closer together, and a joint 
committee has been set up for the purpose.^ 

8, Germany has 47,000 societies butj it may be asked, is the' 
movement sound? So far as the agrioul- 
SoTindnesB of tie Move- tural movement is concerned, which alone 

ment in Germany. \l t t • i ^ m ii 

was studied m any detail, the answer is 
unhesitatingly in the affirmative, and there are three facts which 
show this, Firstly a member of a co-operative society can borrow 
cheaper than anyone else. The commercial bank charges 7 to 8- 
per cent, the village bank Only 4 1 to 5. Secondly, in 1919 the 
deposits of co-operative societies with central banks amounted to 
about 4,0002 million marks, and represented over 90 per Qent. of 
the total liabilities of the latter. Thirdly, approximately the same 
amount has been invested in the different War Jjoans and, though 
this stock has fallen 20 points, the depreciation has in most cases 
heep. written off ' in toto.' There could be no more impressive 
testimony to the financial stability of the German co-operative- 
banki]ag system.* 

Materially then German Cpj-operation is sound, but it must 
always be remembered that E-aiffeisen, the founder of the agricul- 
tural movement, laid as much stress upon the moral as upon the 
material aspects of Co-operation. To him the basic principles of 
thiaft, self-help and mutual help had almost the force of a gospel. 
But, as happens with every new gospel, success dulled the edge 
of inspiration. As long as the peasantry were thriftless, uneducat- 
ed and helpless, and a prey to the usurer, the moral appeal was 
clear. But in time they became tolerably educated and pros- 
perous, and the bonds of the usurer were broken. A vast 
organization was built up, in the midst of which the individual 
was in danger of being lost, and as business became more varied, 
commercial aspects grew mbre important. Then came war and its 
shattering defe£^.t. To Co-operation this may be a blessing in 
disguise, for defeat is kindling a spirit, which could never have 
arisen out of victory and which expresses all that is best in the- 
German race. The long uphill fight has begun again and it i» 
this that invigorates. 

"See paragraph 26. 

'Now worth about £20 millioiis. It is an interesting fact that tbese deposits hard inoreased 
almost pari passu with the depreciation in the cnrreocy. Thus in 1919 deposits were 11 times as- 
large as in 1914. 

'This does not inclnde nrban societies, 

*Cf. paragraph 16 (b\ 
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9. What has so far been said of Italy has perhaps been more- 
Achievement in Italy. disparaging than laudatory. That is because- 
ro') Labour Societies Italy is Weak where Germany is strong. Her 
financial system and her general organization 
cannot be compared with the German. But in two fields her 
achievements are brilliant and beyond anything achieved 
elsewhere. The Co-operative Farm and tke Labour society are- 
now definitely established, and are even spreading across tlie 
Alps. They are her great contribution to Co-operation, and. 
in nothing is the deeply original genius of her people more- 
vividly displayed. Both are ' described in this, report. At 
present there seems to be no limit to the possibilities of 
the Labour society. There are about- 2,500 of them in ther 
country. Masons, bricklayers, cement-workers, dockers, car- 
penters, day-labourers, carters and many other varieties of manual 
labour haye organized themselves into societies to eliminate the- 
contractor and undertake contracts themselves. In Havenna the- 
contractor is as extinct as the dodo, and yet, when I visited it,, 
contracts for many million lire were being executed. Hecently 
a flotilla left Venice on a maiden voyage bound for-Milan- 
by a newly constructed waterway, and at the same time a 
similar expedition sailed from Milan to Venice. In both 
cases the enterprise was co-operative. The half devastated 
area of the Piave is being rebuilt under co-operative auspices. 
The very porters at all the chief stations in Nofthern and Central 
Italy have formed co-operative societies to get rid of the inter- 
mediary contractor and deal with the railway direct. That 
Labour can be co-operatively organized can no longer be doubted. 
The more difiicult question remains whether co-operation can be 
applied to industry. The experiment is being tried and, if it 
succeeds, the industrial question in Italy will be solved. 

The co-operative farms number about 500 and are at their 
,,. Vi i- p best in the districts of Ravenna, Bergama 

(S) Co-operative B'arms. , . -n -i. t ct- m j. j_i 

and Beggio Emilia. In Sicily, too, they 
have taken root, and they' are now spreading throughout the 
country. In the three districts named they have definitely 
emerged, from the experimental stage, but many difficulties- 
remain, some of which would have been felt much more- 
acutely in the past but for the assistance of Government 
and the large profits made through the war. In two vil- 
lages near Ravenna I found * haijdsome theatres being built 
mainly out of the pr^oflts of the local co-operative farm. It 
is claimed that the Socialist farms, with their large undivided 
estates, in which all_ the produce is pooled, produce more ppr 
acre than estates individually owned ; but the figures quoted in 
support of this would have to be carefully scrutinized before 
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-they conld be accepted. The aim, however, in the first instance 
was not to increase production, hut in L^mhardy to eliminate the 
middleman rent-collector, and in Emilia to .provide a remedy for 
Tinemployment. Bojth these objects ' have undoubtedly been 
•Attained, and that is one'reasan why the societies ai-e spreading. 
The other reason is that since the war the desirte for independence 
has laid its hold iipon all sorts and conditions of "^ men. In the 
town this expresses itself in the enthusiasm for thp Labpitr 
society, and in the country in the eagerness of the field 
labourer and the tenaiiit farmer to join a, Tarm society ' which 
abolishes the rent-collector and, if the land is bought, the land- 
owner as well. This applies more especially to the societies 
which allow their members to cultivate, and in ^ome cases to 
-own their own plots of land. But it applies, too, , though in a 
lesser ^degree, to the Socialist societies in which all land is culti- 
vated collectively, for the members of these societies are mostly 
field labourers, who prefer to work for a society which they 
control than for a landlord or a contractor who is entii^ely 
.alien. 

TWc are fiye main braaches of Co-operation in Italy. The 

. Labour society is perhaps %e mo^t import- 

cii" ravspcietifl! ant, thcjugh nqt the most nunierous . Tb,e 

co-operative ¥.arm^ belong to what may be 

■called the agricui^u,ral branch, whifih includes 1,500 Creameries 

and l.OQO Supply societies, the lattesr affiliated to a federation at 

Piacenza. fifteen or twenty of these manufacture their own 

chemical manures. One I visited at Novajra turns ,Qut, 9,000 tons 

of super-phosphate of lime every year. Another at :B/avenna is 

-building a. factory and expects to haye an annual output of 16,0Q0 

tons. These are striking acjije,yemen^s to whic|i ,there is ^.p 

j)arallel in Germany. 

The third branch is that of the 2^750 Gasse Rurali.or village 

_. . ^^^ banks, to. which brief allusion has already 

(; , age an 8. ^^^^ made. Gorged with deposits, which 

there is no banking system to absorb, they are in danger of dy-. 
ing of the surf eit of prosperity which in so many countries war 
has brought to the farmer. The Catholics, to whose organiziation 
moat"^ ot these societies ibelong, now talk of absorbing their, sur- 
plus wealth in other co-ope?ative enterprises 'for which capital! is 
required, and a bank^ has been founded at Milan for tha purposa. 
If this scheme sucfieeds, the village bank may revive.^ 

'500 belong to the neutial .Wollemborg organization. " 

'See paiag-aph 4^. 

'.Cf, also paragrap1>9 19 and 21, 
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The remaining branches are the People's Banks and the 

fe^ Peo le's Banks Stores. The ' former, which number about 
eopes an 8. gQO^ g^j-g ^q ]3e fQ^^f[ g^lj q^qj. Northern and 

Central Italy. In characi;er and organization they resemble this 
Schulze-Delitzsch Banks of Germany,' and like the latter, though 
mainly urban', they do a .considerable agricultural business. On 
tiie "whole iUej have done remarkable work, 'but lack the cohesion 
of the Grerman Banks, nor do they adhere unswervingly' to co- 
operative principle. Luigi Luzzatti, their founder, said that a 
co-operative society should always be independent but never 
isolated. Isolation is their weakness, and in a bank it is a weak- 
ness which is almost a danger. An attempt to unite! them in a 
large central bank at Milan failed. Sooner or later "Urban 
Banks will be reJjuir,ed in Jndia. Two or three jproyinces have 
already made a starts Chapter 11 therefore deals with tliem'. 
Numerically the most important of the five branches is the 
/t. nu n .• Store or Consumers' . society . Unlike Eng- 

(f) 1 he Co-operative , - j n j.1, - x • Ti- t 

Store, ' land and C^ermany, the movement in Italy 
is as much rural' as ur-ban. The Catholic 
Societies indeed are principally rural. There are now over '6,000 
stores in the country, of which probably less than half are urban. 
Most of ,these societies are a product of the war and a reaction 
against the profiteer. In Germany there are few village stores. 
Local competition keeps the petty trader in check, and there are 
also political sympathies binding him to the peasant proprietor. 
In India the supremacy of tlie vill^^ge bania or shop-keeper makes 
it more desirable to follow Italy than Germany, Some account 
therefore is given of tlie village store in Chapter 12. 

10. In Germany the movement is firmly rooted in the soil 
a , . . and the future can be regarded with con- 

Soundness of the move- „. _^. .~ .tt «,, 

meut in itiiy. tidenQC. In Italy one is remmded of the 

' great inoiage whose brightness was excellent ' 
and whose legs were of iron, but about whose fefet there was 
a suspicion of clay. It is, however, too soon to judge. Eive 
years hence it will be possiljle to separate the dross from the gold; 
Meanwhile it must be admitted that the Italian in the North^n 
half of the peninsula has a remarkable aptitude fp^ |local ' combi- 
nation, which is perhaps the modern expression of tjae old in- 
ktinct which made .mediaeval Italy famous for its guilds and its . 
innumerable city states. The old fervour is there, and Inhere is an 
exhilaration of enthusiasm which I have nQt found, to quite the 
same extent, in any other country. 

11. This exhilaration is the exhilaration of battle. Soxae- , 
Co-operation and Politics, thing ha,s already been said of the rivalry 
(a) Catholic and sccia. between Catholic and Socialist. Evenly 
list ;n Italy. matchcd in Parliament,^ each strives to 

' Tht recent elections (May 1921) gave the Socialists 123 seats and the Catholics 108. 
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outstrip the other in the country, and the Co-operative society i& 
too often the pawn of the game. Politics and Co-operation are re- 
garded as inseparable. As a prominent Socialist co-operator said 
to the writer : — " Politics are the breath of an Italian's nostrils. 
He is political when he eats, he is political when he drinks and 
he is political when he co-operates." Neutrality is therefore said 
to be impossible, and in any case the socialist would condemn it. 
" All those," he says, "who hold aloof from the great questions- 
of life and who would reduce it to the miserable level of a com- 
mercial business are not true co-operatorb."^ A highly placed 
official of the Catholic Pedefatioh, holding much the same view, 
remarked to the writer that it was impossible to expect a Latin 
on joining a society to doff his ideals like a coat. It may be that 
to a- Latin neutrality is impossible. ^ If he thinks at all, he thinks- 
things out. So it comes that. Catholic and Socialist in Italy have 
evolved complete schemes of life which are unfortunately irrecon- 
cilable. Each side not only holds, but preaches its view 
with passionate conviction. Economic principles are translated 
into ideals, and ideals into dogmas which must be applied at once, 
^his can only be done by law or by revolution. No true co-oper- 
ator desires violence. Therefore all seek political power, in 
order to secure their endTs. By political power, too, public money 
can be obta(ined, and the more important the party the larger the 
dole." __ 

/It must not be supposed, however, that the whole move- 
„ XT . , T ,• ment in Italy is given over to politics, 
(il Ifentral Italian _,, • ij_ "^ i ° i ■ j_. 

Societies. The agricultural supply societies, many 
* of the creameries, all the People's Banks 

and the 500 WoUembourg village banks are still neutral 
because for the most part they represent the peasant proprie- 
tor who cares nothing for politics and who, as one of their leaders 
remarked, does not let himself easily be caught by the throat. The 
' Sindicato Nazionale', a federation to which about 2,000 mis- 
cellaneous societies are affiliated, also claims to be neutral. More- 
over, scattered up and down the country, are many societies that 
hesitate to join any Union or Pederation for fear of becoming 
, involved in politics. I came across several of these on the lower 
slopes of the Alps, and as the President of one of them said - " Bread 
not p6litics is what we want." But he was a pimple hillman and 
very different from the man of the Lombard plain below. Asa 
Whole there can be no question that Go-operation in Italy is 
saturated with politics, and the best that can be said for it is that 

• Leading article in La Cd-opcrazione Italiana (tStli February 1921), which is the chief 
Jonrnal of the Socialist co-operative organization. 

' C/. paragraph 49 (c). »- 
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political ties form a bond, and political ambition quickens interest 
and effort. If, too, politics arc bad for Oo-operation, Co-operation 
sometimes, though not always,^ acts as a moderating influence 
upon politics. 

Turning now to other countries, we find opinion in France 
, ^„ „ ' . united, but in England divided. At a con- 

(c) other Countries. iitij^ icj^ i 

gress held last year at Strasburg an over- 
whelming majority voted in favour of neutrality^^ and the decision 
was ratified this year at a congress held at Lyons. But, at a 
■congress held almost simultaneously' at Scarborough, the pro- 
posal that the urban co-operative movement in England should 
form a political alliance with the Labour Party was only defeated 
by the narrow majority of four out of a total vote of over i},368. 
In Ireland, with singular wisdom and restraint, politics have al- 
ways been rigidly excluded, a fact that has been the salvation of 
C5*operation in that unhappy island.^ Eor years under the bene- 
:ficient aegis of the Irish Agricultural Organization Society, men 
of all shades of opinion have been able to meet together in perfect 
amity. In Germany the discussion of politics and religion in a 
co-operative society is barred, by law, and though here and there, 
especially in the Stores, a political tendency is observable, the 
Tn.ovement as a whole is stpctly neutral ; and indeed it can afford 
to keep out of politics, as 60 years ago Eaiffeisen discovered and 
applied to agriculture the system that the Social Democrats of to- 
day are trying to apply to commerce and industfy. The Presi- 
dent of ^he Imperial Pederation, speaking with vehemence, re- 
marked to the writer that a society that took to politics was as 
good as lost, and there can be little doubt that, so far as India is 
concerned, he is right. 

Even in Italy most of the leading co-operators I met, 
including even the Socialist and the Catho- 
Dangers of Political Con- Hq admitted that thc political tie was an 
evil though, as most added, a necessary evil. 
Luigi Luzzatti, it may be mentioned, was entirely opposed to it. 
Like everything else it has its advantages, but the price paid is 
too great. In the first place it endangers untty, and unity is 

'La Co-operazione Italiana for the 10th June 1921 gives a second list of 27 outrages conii- 
mitted hy ihe Fascisti, the so-called national party, against Socialist Co-operative Societies The 
list includes 8 cases of firs, 4 of destraction and IS^ofstirions. dangers (devastazione), all perpet- 
rated ia April or May. ' la one iastaiice.'the oatrage is described, as " devastazioae, ostracismo 
bastonatnra (beating) al Direttore" woo was the manager of a Store. The same paper for the 
Sth July ^We> a further Use of 50 siulilar outrages. It should perhaps be added that a general 
election took place in May. 

>In September 1920, the voting was 2,396 to 20. 

'May 1921. 

*In the very few cases in which restraint has broken down, the societies concerned ' have 
perished ignominiously '— "mith Gordon, Oo-operation m Many Landi, Volume 1, page 215. 
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file sine qua rton of a co-operative society.; Secondly, it is'a funda- 
mental principle of Co-operation that itknovfs.no distinction 
of colour,. caste or creed. This is not compatible with political 
partisanship. Thirdly, where banking is concerned, once politicfs 
enter, a man's view of the one will affect his judgment in the 
other. Finally, where Co-operation and EolitiCs go hand in hand 
one must be dominant. If it is politics. Co-operation loses her 
fireedom. Russia is thfe classic instance of this. I:^, on the other 
hand, it is' Co-operatioii, the teniptation to turn political power to 
doubtful ends may prove irresistible. The future 6f Oo-opera- 
tioh was never brighter than! it is at present, but there is a cloud 
on the horizon, no larger in some countries than a man's hand. 
The political danger is indeed the only serious danger that. Co- 
operation has to fear."^ Thiere caii be no question ihen that India 
should follow Ireland' ain.d Germany rather than Italy. 

12. If politics are Co-operation's greatest daiiger, its great- 
, . J. T^ .. est problem is tO span the gulf between 

, Importance of Direct ^ • . ^ . , Y j ji • • . 

Sale to the Consumer. proQuccr and Consumer. At present' their m- 

/^ Mj- 1 o .. , * terests clash. The producer wants to sell at 

(a) KiT^l Schools of ,.,..,.. . f • ■ 1 i 

Thongiit. the highest price, the consumer to buy at 

the lOTfes't. Some writers, emphasizing that 
all men are consumers, but not all producers, hold that Co-opera- 
tion should be orgaiiized from top to toe for the benefit of the- 
consumer.^ This i« the view of ah important section in England 
and of thie Socialists in Italy, who say expressively —' il sovrano,. 
11 dittatore deve essere il consTimatore'>— the sovereign and the dic- 
tator should be the coiotsumer.* The rival school of thought, de- 
claring that production precedes consurhption, maintains that 
the interests of Hhe producer sliolild not be subordinated to those of 
the consumer. This is naturally the point of view of the farmer. 
This is not the place to split a lance on either side, and the 
(J) Elimination of the controversy is only mentioned for its baring 
Profiteer. upon the problem of the profiteer. It was 

stalled earlier that more than anything else 
the profiteer aiid the system he represents are responsible ' for 
the growth of Co-operation since the war ; aiid it might fairly be 
supposed from the j-apidify of this growth that Co-operation is a 
full and sufficient remedy ajgainst the evil. If Co-operation 
were fully developed, this would certainly be the case ; but be- 
ing in its infancy it is still no more than a partial remedyj 
To eliminate the profiteer, producer and consumer must deal with 
each other direct. At present the profit-seeking middleman is 

' Even the Italian Sccialiat begins to be uneasy, for the Comma nist nonr threiten^ to split 
the Socialist camp in two and is said to have already eap'ured 2 of the 3 Iarg<!st ca-operatiTe stores 
in the conulry— £a Co-operazione Jtaliana, 2nd December 1921. 

° This* point of view is admirably stated in Woolf's Oo-operation and the Faturt of 
Indvttrji.. 

'Felico Manfredi — il Movimenio Co-operativo. / 
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always interposed, and his example compels the proSucerj even' 
i4nen he is. a Co-operdfor, tp demand the highest price he can get. 
And so, wheii he gets the chance, the producer turns profiteer as 
well. , In Italy the Co-operative Farms have made as handsome 
a profit out of fixe war as any profiteer. In Munich a society of 
iiO tailo.rs recently declared a dividend of 90 per cent, earned hy the 
prices they had charged^ for their suits.* Instances like these 
might he muttiplied. The fault lies npt with Co-operation but 
with the capitalist or profit' seeking system, which still hblds' the 
field. Under this system everything is determined' by the jungle 
law of supply and demand. If supply exceeds demand, pi'iceS' 
are low ; if the reverse, prices are high. It is because the war 
has produced universal scarcity, combined wit'h an almost univer- 
sal depreciation of currency, that prices have soared, and with the 
soaring of prices the profiteer stands out bloated and unashamed. 
Under a co-operative system this would be impossible, for the 
function of Co-operation is not to earn profit but to perform a 
common servide. tlltimately its aim is not to procure the highest 
price for the producer or the lowest for the consumer, but a /aw- 
piice for both. ^ 

This, however, can only be done if, firstly, producer and 
(c) The Kemeay. consumer deal with each other direct, and 
secondly, if an authority, at once impartial 
and i^j)resentativ;e, can be^created to determine in each case what 
is a/q«V price. This infinitely difficult task was attempted dur- 
ing the war by Government, but few now are advocates of State 
control. Control, therefore, if control there be, must be co-opera- 
tive, and means will have to be found to give it effect. In Ire- 
land a board already exists for the purpose, and it is the hope ot 
co-operators iiji that country that Ireland's speeialcontributioli to 
Co-operation paay be to show how producer and consumer can be 
reconciled. Meanwhile, in Germany, Italy and Ireland, direct 
sale to tlie consumer is now in the forefront of the co-operative 
programme, and though not much has yet been achieved, a definite- 
start has been made.^ It must be some time before much can be 
done in India, as coroperative sale there is still in its infancy. 
But when this is d:eveloped, the further step should not be 
difficult, as producer and consumer both belong to the same 
organization, which should be able to arbitrate between them.- 
This is a great advantage which, I believe, no other country in. 
Europe enjoys, and it should be jealously guarded.^ 

-J 'See paragraph 113 (i). 

' See paragraph 61 where the subject is further discnssed. 
' See paragraph 27, 
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13. No movement is likely to develop successfully unless it 

has a clear idea of where it is going. ' In 

aims and Ideals Germany all energies at present are bent 

(a.) Germany. upon reconstructibn. But it is realized that 

the more democratic regime, which for 
better or for worse defeat has brought With it, gives Oo-operation 
a special opportunity ; and it is felt that in the new democratic" 
•Germany the co-operative society, which has always been essen- 
tially democratic, must become the corner-stone of the economic 
life of the country. Oo-operation is regarded as a happy com- 
promise between capitalism on the one hand and'socialism on the 
other, as it secures £o the individual his full economic liberty, 
which the other two systems in greater or less degree restrict. 
Though there are 33,000 agricultural societies, this is not con- 
sidered sufficient. As a recent annual report says : — " Only then 
will Co-operation attain its full life and power for good, when 
"the significance of a common fellowship in co-operative work 
penetrates not only into every hamlet and village, but also into 
the renjLotest cottage."^ 

• In" Germany aims are essentially practical, in Italy essen- 
tially ideal .^ The neutral societies, which 

(*) Italy- perhaps number one-third of the whole, are 

Isent only upon supplying the economic necessities of their 
members. The Socialist, on the other hand, has a clear cut 
scheme for reconstructing the whole economic world. Bitter- 
ly opposed to the 'Borghesia', as the middle and propertied 
.classes are called, he desires to forma 'nuova societa,' a new 
social order, by nationalizing all the means of production, distri- 
■bution and exchange and .bringing everything that cannot be 
nationalized under co-operative control. The middle classes he 
would displace, except so far as they are prepared to serve 
:Socialist masters.^ Collectivism (not communism) is the ideal, and 
in greater or less degree the collectivist tendency is emphasized in 
-every Socialist society. Thus the Labour society is ptten but an- 
other form of the Trade Union, and the equal distribution of work 
•counts for more than either the quantity or the quality of the 
output. In the Socialist Farm the collectivist form is preferred 
-fco the proprietary, That is to say, produce is pooled and mem- 
bers receive a share of the pool but no share in the land, which 
the society jealously guards for itself. Similarly the large store 
society is preferred to the small. .At every point individualism 
and private property are curtailed as they foster egoism, and ego- 
ism is regarded as the root of original sin. 

> Annnal Keport of the Imperial Federation, 1919. 

"Co-operation had become an integral part of the struggle between the exploiting oapitalistie 
class on the one-side and the exploited wage-earners ou the other'— Leading article, la Co-opera' 
jiione Italiana , 16th Jnly 1920. 
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To this the Catholic replies that, if the Socialist had his 
own way, the dictatorship of capital would only he replaced hy 
the dictatorship of the proletariat, and the egoism of the indivi- 
dual hy the egoism of the mass.^ Socialist and Catholic are 
indeed diametrically opposed. The Socialist preaches collectiv- 
ism, the Catholic individualism, tempered and purified hy Co- 
operation. The Socialist's ideal is the collectivist form, the 
Catholic's the peasant proprietor. Working with human nature 
instead of against it, the Catholic would give as many as possible, 
however humble, a stake in the land, believing with Aristotle that 
property and good citizenship go hand in hand.^ " We wish, " 
said a leading Cktholic co-operator, " to secure to the individual 
members of our societies and to their organisations the fullest 
elasticity and liberty of action, believing that individual interests^ 
will be sufficiently restricted by the bond of solidarity, which comes 
from the applic^ttion of our fundamental principle ' each for all 
and all for each.' " He weiit on to add, in words that Raiffeisen 
himself might have used, that as Christian charity is the basis of 
Co-operation, its moral aspects must be emphasized, or it would 
fail in it's purpose.' It is freely said by critics that confessional 
as well as moral aspects are emphasized, and it is certainly the case 
that only good Catholics are admitted to village banks.* ' A non- 
Catholic may question the wisdom of this policy, which however 
only applies to village banks ; but it is impossible for a Christian 
not to sympathize with the emphasis that a Catholic lays on 
Christian fellowship and moral obligation. Similarly , however 
little one may believe in the Socialist's utopia of collectivism, it 
is equally impossible not to admire the earnestness of his purpose 
and the enthusiasm of his hopes. The real matter for regret is 
that both sides are £lpt to forget the old co-operative motto — " In 
things essential unity, in things doubtful liberty, arid in all things 
charity." 

' Co-operationt Popelare, the Reading Catholic Co-operative Jonrnal. 

■See Politiea IV 6—" When the class of husbandmen and of those who possess 
moderate fortunes bare the supreme power, the Government is administered according to law " 
(Jowetl's translation). 

', Soeech of the President of the National H'ederation of Consumers Societies at the last 
annual congress held at Bolognas 

* The Socialist equivalent is that ordinarily «■ member of a Labour Society must be % 
Trade Ur.ionist. ' 
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CHAPTER I— The Village Baiik. 

IPor India the supreiiie interest of Oo-operation in Germany 

f German ^^®^ ^^ ^^^ village bajik. In both countries 

SyBtem" ^"^ " ""*" it is the doiliinating co-operative type. In 

India indeed^ where agricultural credit 
societies form nearly 90 pet cent, of the whole, it is still the only 
type of importance. By village banks therefore must Co- 
operation in India be judgedj and no better standard could be ap- 
plied than the standard of Germany, which is the birthplace of 
the village bank and the country of its greatest development. 
Everyone who knows anything at all of agricultural Co-opera- 
tion is familiar with the main features of the system, namely, 
unlimited liability, an area restricted to a village or two, small 
shares, limited dividends or no dividends at all, indivisible reserve, 
loans to members pnlys low rates of interest and honorary manage- 
ment controlled by the gelieral assembly Of members, each of 
whom has one vote dnd no more. In detail one country or pro- 
vince may vary from another, but the ground principles are 
everywhere the same, and wherever they are found and how- 
ever they appear to be derived, their ultimate origin is Germany- 
and their, sponsor Baiffeisen. Accordingly the German system 
4eserves the closest study; and no study is likeLy to be more 
fruitful, as Germany has a longer and wider experience of rural 
co-operative credit thah any other -country in the world. 

2. This experience extends over nearly 60 years, for the 
. „ ^ first vUlage bahk of the present type was- 

^ Jrogre.s .u Germany and ^^^^^^ y^^ Raiffeiseu as long agO as 1862.^ 

Thei-e are now (April 1921) 18,740 societies 
-with about 1| million members;* But for recent loss of territory 
ihe number of societies would have been over 20,000. In India 
p'rogress has been even more rapid. In fifteen years about 
4"2,000 societies have been formed with nearly l,400j000membersr' 
Indians who are inclined to think that the pace has been too 
slow would do well to consider this. Development has in fact 
been so fast that it might be supposed that quality has' been, 
sacrificed to quantity. _ It may therefore be said alt once that, so 
far at least as the Punjab is concerned (I have no personal ex- 
perience of any other province), the foundations of our system 
Tiave been well and truly laid. In one or two respects, indeed, 
the Punjab holds if anything more closely to the pure gospel of 

1 At Anhausea — C. E, Pay, Ce-optratiom at Rome and Ahcgai, pages 20 and 49. 

•By the end of November 1921 the number of societies had increased to 18,991, whioli 
mtans that there mtist novr be nearly two million members. 
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Eaiffeisen's teaeWng than does Germany herself.' Credit is more 
3)ersonal, management more entirely honorary, general meetings 
more frequent and corporate spirit stronger. In many respects, 
however, such as punctuality of dealing, fluidity of money and 
general banking facilities it would be impossible to challenge 
^comparison. 

3. Considering the great development of village banks in 

Tr. v„ o , • .. India it is encouraging to find that in- Ger- 

-CountJc:^''''"^''"''""'"" many the village bank, or "the Savings 

and Loans Bank " as it is called, is still re- 
garded as the basis of the whole .rural co-operative fabric. In 
^he last two years (1919-20) 1 ,763 have been opeafed. In Ireland 
on the other hand little is' expected of their future and-not many 
more than 100 remain. In France,, too, rural credit societies 
.-are said to be of secondary importance and to have no real life 
of their own.^ In Italy the movement is stronger, and her 
2,750 Oasse Rurali or village banks are still an important 
T)ranch of the co-operative movement, but they are definitely a 
branch, and for the most part a branch that is not putting forth 
.any vigorous shoots. 

4. Both in lyeland and in Italy the war with its high 

Burai Prosperit priccs has left the cultivator of the soil so 

rospeti y. prosperous that he no longer needs to 

t)orrow. In Germany, too, the peasant proprietor is better off 

-than he has ever been before, but his present wealth is to a large 

.extent illusory, for not only does it consist entirely of paper in- 

"Stead of gold, but it has been won at the expense of the land 

which for five or six years has been virtually starved. Manures, 

«cattle, machines, all the accessories in fact of scientific agriculture, 

have till recently been" unprocurable except in the most limited 

quantities. Now that it is possible once more to purchase them, 

-though only at almost prohibitive prices, a large portion of the 

new made wealth will be re-absorbed into the land. The flood of 

^deposits then will ebb and the demand for loans revive. The 

ilde indeed is already turning. 

5. In any case the village bank would still be needed, for 
T»,r,„,f.n-.» t^v. -1711 it is not only a credit Bociety but also a 

ImpoTtance of the Villaga , ,,•' in li i.- 

Bank in Germany. savlngs bank, and thanKs to a co-operative 

banking system which is unrivalled, there is 
almost no limit to the volume of deposits that can' be absorbed. 
Germany believes, too, that the village bank is the best founda- 
tion for a rural co-operative system, and that far better than any 
other form of society it teaches its members the elements of 

'OntheSlat December 1921 the Pnnjab with its popalation of 20,685,024 hadorer 8,000 
iTillage banks coBtaining oyer 200,000 laen^beTB. 

» See Botbflld — Impreetiiaru of ths Co-operation Motement in France and Italy (19S0), 
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co-o^perative principle and practice. This view willl think 
be endorsed in India, and indeed for a people ridden by debt, 
illiterate and untrained to business there is no school to be 
compared with the village bank. Everything therefore should h& 
done to secure it as a permanent asset to the village. 

6. The weakness of our societies in the Punjab is that they 

, „ ., are too one-sided. They tend to regard the 

ImportancGof DepOBits. , -, j.i ■ i i! /?, i 

*^ advance of loans as their sole function, and 

to forget that a bank should draw deposits as well as lend. The 
danger of this is that, when debt is cleared and members are 
prosperous, as is now the case in some of the older societies, there 
is little left for the society to do. It is. a strength of the German 
system that the village banks both lend and receive. But\this 
postulates a central banking system so well organised that money 
can pass readily from any area which has too much to any area 
which has too little, or from one branch of the movement to 
another. This has been freely done in Germany to the great 
advantage of the many large agricultural wholesale societies and' 
is in sharp contrast to Italy, where progress has recently been 
brought to a partial standstill through lack of capital. Eural 
capital is probably no scarcer in Italy^ than it is in Gerniany, 
but the . necessary organisation to attract and distribute it is 
lacking. An Italian writer, speaking of the accumulation of 
deposits in the Oasse Eurali, remarks^ that before the war they 
suffered from anemia and now they suffer from dropsy. For 
both diseases the best remedy is a good' central bank. In India, 
though the rural co-operative banking system is more developed 
than in Italy, it is still far behind the German system as will be 
seen later. Thereis, too, the. added difficulty that hoarding rather 
than depositing is the habit of the country. 

7, Before the growth of co-operative societies the idea of 

depositing was almost as unfamiliar to the 
savmgs DgposHB. German peasant proprietor as it is to.day to- 

the Indian cultivator. Yet now in Germany deposits run into 
milliards of marks.. In the, old days much was done by systema- 
tic effort to attract small sayings deposits. In Bavaria school 
children, 11 or 12 years old, used to be sent round on Sunday 
singly or in pairs to collect in a definite area. In this way at the 
end of the year a man might find £10 or £15 to his credit. As the 
system was not very remunerative to the bank the deposit did not 
begin to bear interest till the first of the following month or quar-r 
ter. "When the war broke out the system had to be discontimied 



! ]n an article in CcT-opsraziont Populare — In 1919, the deposits ot the 2,750 Case Barali 
amonnted to 282 million lire or about £3i m.Uione. In the same year in Germany the centra! 
bant had £20 millions (over 4,0C0 million marlts) in deposit from about 18,000 village banks. 
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-and now, as societies are prepared to take deposits of any 
sum from a penny upwards, there is no great need for it. More- 
over since the war deposits have heen almost embarrassingly large. 

8. In 60 years there is no case of a depositor having lost 

... . his money. There is in fact no safer in vest- 
lageVanks. °"^°'"' '" ^'^' ment than a deposit with a good village 

bank. At the outbreak of the war, when 
East Prussia was invaded, there were long queues of people in 
the East I'russian towns waiting outside the commercial banks 
-to withdraw their money. In the village banks on the other 
hand deposits actually increased, many people bringing their 
money there for security. The same thing occurred in the wara 
of 1866 3,nd 1870.^ The reason for this lies in the greater confi- 
dence inspired by an organisation which belongs to the members 
themselves and^ which is bone of their bone and flesh of their 
.flesh. 

9, It has sometimes been doubted whether a village bank 
„ . . ,. , ^ , should undertake anything but banking. 

Combination of Bank- *-n •»■ • • i • i p j i j. j • i • 

ing and Supply. Raiffeiscn himsclf coutemplattd a smglc socie- 

ty being maid of all work, and broadly speak- 
ing, with obvious limitations, this is the view that is now general- 
ly held. This is especially true of Ireland where the future is 
thought to lie with the General Purposes Society, the object of 
which is to undertake any co-operative activity required by the 
village.^ In Germany, though there are many separate supply soci- 
eties,' most of the village banks supply <heir members' agricul- 
tural requirements and to some extent also their household re- 
-quirements. In Italy, too, much supply work is done. Eor business 
purposes separate societies are doubtless an advantage, but in 
small villages they are difiRcult to organise, md certainly more 
expensive to run. Opinion is in fact agreed that in the small 
village it is impossible to keep banking and trading apart. In 
Bavaria and in the province of Saxony this principle is carried 
so far that few separate supply societies exist there at all. 

10. In Bavaria it is the expressed aim of the largest 

loeal Union that when a competent com- 

Combination of Baukrag mittce is available the village bank should 

do everything'. Some even run elevators. 

In Saxony, too, co-operative sale is often undertaken. In 

1918 for instance 730 societies sold produce, mainly potatoes, 

» WolfE, People's Banha. 

* See parograph 152. 

' In 1918, 89 per cent., of 4,430 societies affiliated to tlie Baiffeisen Federation did this. 

c2 , 
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to the value of 8 million marks. As a ^hole, hoTrerer, co-opera- 
tiye sale is far less developed than supply.. In Italy it is hardly 
done at all. For the ordinary village society the diflEiculties of 
vm certain and distant markets are too formidable, and serious Ibs' 
ses are easily incurred. A way to avoid the latter is for the village 
hank to act only as a collecting agency for the provincial Agri» 
cultural Wholesale Society (or Central Bank) which sells the- 
goods. This isrfreely done in Bavaria and to a lesser extent along the- 
Jihine. In India banking and supply cannot be kept apart, as villages 
are too small and the literate too few for separate societies, but the 
sale of produce should not I think be undertaken as long as there are 
no wholesale societies to assist. Sale is far more difficult thaa 
si3^ply, and the two together added to banking would place too 
great a strain upon tfee average local committee, a difficulty that 
is beginning to be felt even in Bavaria. 

11. In view of all that has been written on the subject it' 
' ^ . ^ .•^■„ T, , may seem superfluous to describe a German. 

' Dnisdorf Village Bank. .,y i i i i i i i 

Village bank, but to anyone who has m- 
spected scores of village banks, in India,* there is nothing 
more stimulating than a visit to one of those societies in the 
country of their birth, and as few in India can hope for this 
privilege the following -account may perhaps be of interest. 

Duisdorf is a prosperous village situated in the open and: 
gently undulating country round Bonn, a town which stands on 
iJke Rhine. In its orchards and vegetable gardens it recalls^ 
the neighbourhood of Amritsar and Jullundur The average 
holding is small, varying for the most, part ' from 2 to 5 acres. 
When fruit and vegetables are cultivated IJ acres are said to- 
be sufficient for a man and his family, otherwise 10 to 12 acres 
are required. This is not very different from the central Puniab,. 
but the standard of living in the German village is much 
higher *han that in the Indian. If, in spite of this, approxi- 
mately the same area will support the famjly of a German and 
of a" Punjabi, it is because the German gets more out of his- 
land. This he does, not because he works harder — no one could 
work harder than a Jullundur Arain — but because his resources 
are greater. And that is where he owes so great a debt to hi» 
society. 

The latter waS started 24 years ago and now has 210 
members. £1,500 has been advanced on loan 
(a) Loans. ^^^ £2,500 received in deposits. Most village- 

banks after the war had a surplus of this kind oMng to the high 
prices on the one side and the difficulty of purchase on the other. 
In this case the humblest deposits, even pence, have been accep- 
ed. 10 per cent, of the,, members have cash credit accounts, a 
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great eqiivenieiiep, the use bi which will he discussed later.^ Most 
loans are secured hy sureties, but when money is required for 
5 or 10 years*a mortgage will be taken up to 60 per cent, of the 
value of the property concerned, or, if. the borrower is unxisually 
reliable, as muph as 75 per cent, will be advanced. In 24 years- 
no mortgage has had to be foreclosed or defaulter sued. 

The society has its own hulling machine and flqur mjlj^ 
both driven by electricity. The one cost 

of flour were turned out by the mill. There are a dozeu other 
machines which members can hire, and th£|,t is one reason why 
the land is so productive and a high standard of liying can be 
maintained. . The President confessed that these machines after 
use are often left out in the fields instead of being returned. 
When damage is done the member at fault has to pay unless 
it is slight. 

An unexpected asset of the society was a weighbridge, which 

(gs w ■ hh d ^^ been set up at a cost of £200 to counter 

*'^ " ^*' the guile of, the traders of a neighbouring 

market whose weighments, it igeems, were no more above suspicion 

than those of an Indian bazar. Any member now, before taking 

his produce to market, can have his cart weighed for a penny. 

A non-member pays a penny halfpenny. In either case the 

weighman gets a farthing. The machine itself records the weight 

on a ticket which is slipped into a slot. In consequence the 

weight cannot be disputed, for, as the President said, a niachine 

' does not lie. The carter takes the ticket with him to market,, 

and the weight recorded on it is said to be never questione4. 

In 1919, 3,711 carts were weighed which shows that the system 

is appreciated. I have described it in detail as false weights 

are the curse of petty trade in India. 

As is so- often the case in India, the success of this society 
/J^ T., T> V. * is largely due to the character of its pre-* 

{d) The President. » j ? ""^t. i. i.i j. i. -i ' 

sident, who was perhaps the most strikmg^ 
of the. many presidents I had the good fortune to meet in Ger- 
many. He recalled the best type of our peasant proprietors.. 
Past his prime, he was still energetic, intelligent and capable^ 
with a vein of humour, and, if his face was any guide, absolutely 
straight. He has been -president for 24 years and has spent 
his whole life cultivating • his 100 acres of land. Pour out of 



» Pam-graph 17 (d). 

' This ie oTdinarily the maximnm period for loans. 
•> Abont 2,200 mannds. 
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his five Bons, he said, have been brought up to do the same, and 
to -work, as he has always done himself, from dawn till sunset. 
The fifth, another point to recall India, has gone to Bonn to 
become a lawyer. 

12. The Duisdorf society illustrates an important point of 
v„»f„a„. «.„„,-+„ difference between German and Indian 

Mortgage Security. i , i pi' 

practice, namely, the use of mortgage securi- 
ty. Both in India a'nd in Germany the primary security for a 
loan is the character of the borrower, but to guard against the 
, vagaries of temperament and the accidents of fortune some form 
of collateral security is usually taken as well. In India almost 
exclusively, and also to ^ a prevailing extent in Germany, the 
security taken is that of the surety. In parts of. Germany, 
however, notably in the Rhine Province and in Bavaria, a mort- 
gage is often taken instead. This must not be confused with 
the ordinary long-term mortgage loan, for which the ^le securi- 
ty is the land mortgaged. I came across a large village bank 
which undertook this class of business as well, but that is rare, 
nor is it necessary as many special banks exist for the purpose. 
Employed as a collateral security a mortgage may often be a 
great convenience, especially in industrial • areas where common 
ties are weak and sureties not always easy to find. Many societies, 
too, are apt to think their loans safer when definitely secured upon 
the land. 

I am informed by one^ who knew and worked with B.aif- 
feisen that he was not opposed to the use of mortgage as a col- 
lateral security. At the same time it must be remembered that 
the foundation of his credit system is , character, and it is, I 
•think, inevitable that; when this' form of security is common, 
more regard will be paid to the property than to the character 
-of the borrower, and in time the man with property will be 
preferred to tlie man without it. By those who defend the use 
of mortgage security it is claimed that both property and cha- 
^raoter are equally regarded, but in several societies that I saw 
I did not find this to be the case. The Secretary of one import- 
ant Raiffeisen Union went so far as to say tbat there can be no 
rural credit without immovable property, and that is why in 
Germany there are no rural credit societies for people who have 
no land.* In the Punjab believing that character is the 
ultimate basis of credit we have started over 100 societies for 
village menials who have no land, and many of them have 
undoubtedly justified the experiment. The president of the 

* Dr. Havenste'iD, President of the Prion at Bonn. 

' Cf, Rnsdis, where agricultnral labonrers are, not members of credit societies as the 
-articles of association forbid advances to members who hare no immoveable property— Bibnoff, 
The Co-operative Movement.in Buisia, 
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Duisdorf society put the point forcibly when he said — " My 
hair now is grey, and though I have neither education nor 
learning I can speak with the experieiice of many years. Cha- 
racter is the thing that matters more, fay more than anything 
^Ise. " It was Raiffeisen's application of this fundamental truth 
to rural banking that is his great contribution to economic pro- 
gress, and nothing should be done to make it less effective. In 
Germany no doubt, in giving a loan, character is always an im- 
portant consideration, but anyone who has worked much in 
.India knows how strong the temptation istoconsMer ' Haisiyat ', 
material assets, rather than character. Moreover, in a country 
like Germany, where default is rare, it is not a serious objection 
to mortgage security than it is difficult io liquidate. But in 
India where default is common it might well prove a great 
embarrassment. India will therefore be well advised not to 
••adopt thih feature of the German system. 

13. In Germany, as in India, it is a general principle that 
^^i.^j.jgj no^ a penny may be lent without securi- 

*\ ty. To this rule the province of Saxony 

is a partial exception,, but as will be seen later ^ conditions 
there are special. In Italy security is either not taken at all 
ov only for loans above a fixed amount. Ireland, on the 
other hand, follows Germany. The commonest form of security 
is the surety. One good surety is sufficient, but two are con- 
sidered better as one may die. In Saxony, as in the Punjab, 
only members are accepted as sureties, but elsewhere in Ger- 
many there appears to be no objection to the non-member 
surety, ;^rovided he belongs to the same village and is well- 
known." Besides personal and mortgage security, scrip and in- 
surance policies will also be accepted, but much less frequently 
than in the other two cases. 

14. In India the oldest village bank is only 14 or 15 years 
BuiierSooiet ^^^' ^^ Germany there aye societies that 

^" * have kept their jubilee. One of these founded 
in 1869 I saw at^Buller, a small village in the upland country of 
the Ehineland overlooking the beautiful wooded valley of the 
Ahr. In 61 years it has only had two. presidents, father and son, 
and two' Secretaries. The present Secretary, who has been so for 
40 years, is a good type of peasant proprietor. He gaye me most 
of the following particulars which I repeat as they illustrate a 
number of small points connected with the working of village 

banks. - 

' » ^ '_ 

^ Paragraph 16. 

' Under the model bye-law of the. Baiffeisen Federation members of committee and the 
Secretary may only act as sureties with the sanction of the Board of Supervision, 
» The Secretary is always Treasurer as well and give? eecurily. 
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The society was started to counteract the influence of the Jew» 

(a) The Usurer. ^^° ^^®^ *^ ^^^ Cattle to the villagers at 

extortionate prices. Promissory notes would 
be taken instead of cash to get the people into their clutches, a 
device sufBeiently familiar to the Punjab. Another device, by 
which cattle could be fattened for nothing, was to sell them when 
m bad condition to an impoverished cultivator and then a year or 
wo later, when the latter could not pay his debts, to have them 
attached- for default. ^ Or when land had to be auctioned, the 
moneylender wduld step in as auctioneer and take 6 or 10 per cent, 
of the price. These methods were common enough in the old days, 
but Co-operation has killed them just as now in India it is slowly 
but surely doing the same. 

The society has 148 members who except for a few artisans are 
a) Shares ^^ Small proprietors, for the most part culti- 

vating on their 10 or 12-acre holdings wheat,, 
potatoes, oats and rye. Each member takes a share of 100 marks,* 
and as liability is unlimited only one share may be taken. The 
value of the share before the war was higher than what Raiffeisen. 
and his Federation would have approved. This society, however,, 
belongs to the rival iMperial Federation which has always been 
in favour of substantial^ shares. This is one of thg, minor points- 
of difference between the two Federations of which more will be 
said in the next chapter. 

Loans are made at the moderate rate of 4 1 per cent. This or 
, . j^^ ^ 5 per cent, is the usual rate for village banks 

throughout Germany. A few will charge as 
little as 4 jper cent., a few more as much as 5^ per cent., but these 
are outside rates. Rates have not changed much since the move- 
ment started. In 1879 for instance the average rate was not more 
than 6| per cent. Now that money is dear it may be nec^s^ry 
to raise them again*. Meanwhile a member of a village oank 
can easily borrow at 1| to 2 per cent, cheaper than Groverhment 
and at nearly 3 per cent, cheaper than if he deaft with a commer- 
cial bank. Loans in Germany tend to be substantially larger than 
in the Punjab^ To guard against excessive advances, the maxi- 
mum amounts that may be given' to' a single member by the 

• Worth £5 before the war, now 10 shillings. 

• Before the war the llaifEeseii ^Federation credit societies mosdy had shares of only iO or 
20 marks (10 or 20 shiUtnes). Now, owing to the diepreci^tion of the mark, shares of 50 to 100- 
m^rjcg fire recommended. For their societies the Imperial Federatio|s recommonds shikres of 300 
to SbO marks. 

As a resnlt of small shares rhe propor'ion of owned to borrowed capital is very low. In 
192C for 15,658 banks It was less than 8 per cent, (total liabilities were 7,362 million marks, 
shares and reserve 184 millicns), lint it must be remembered .tliat «i;m&eps' deposits form the 
bnlk of the amodnt borrowed%nd that do money ' liel' better. 

' This is already being done in the Provides of Saxony wheie the piaximam rate is now $ 
per cent. 
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cottimittee without the sanction of the Board of Supervision, and bjr 
the latter without the sanction of the General Assemble are fixed, 
once a year in general meeting. These limits vary touch from 
society to societyi In one bank I visited the dommiijEee's liiiait 
was £100, in another only £7 : 10. 

;Buller Society has £3,000 of deposits.' For this it pays from- 
/ ,, ■n„„„ •. p ♦ 31 to 3f per cent, according as the money is- 

(d) Deposit Kates. t 1^ j -4- £ .e j • j Ti- 

at call or on deposit tor a nxed period, it 
is considered quite safe in Germany to give a high rate for a 
deposit at call, for it is usually found to be good " lying " money. 
This has doubtless helped to popularise the habit of depositing,, 
and might be tried in our better class village banks with the pro- 
viso, which all English banks make but hardly ever enforce, that 
if necessary 14 days' notice must be given. There are, I think,, 
many cultivators who might be persuaded to deposit at call, but 
who could never be induced to deposit for six months or a year.* 

Paying for deposits at 3| per cent, and lending at 4^ per 

(e) Margin of Rates. ^^^*' ^^^^^ ^ ^^^ narrow margin for expen- 

ses. This is characteristic of all German- 
village banks and in marked contrast to the common Indian 
margin of 3 or 4 per cent. The latter, however, oft^n serves the 
important double purpcse of building up a strong reserve and 
rapidly making a society financially independent. Italy and 
Ireland stand midway' between thetwo countries, about A per- 
cent, being paid- for deposits and-B^jper cent, for loans.' , In Ger- 
many a narrow margin has been adopted, partly in the interests 
of members and partly to meet the keen competition of the local 
district savings banks, but now a minimum margin of 1 to 1| 
per cent, is recommended, not only to cover the rise in the cost 
of management due to the war, but also to enable societies to' 
strengthen their reserves against the uncertainties of the f uture.- 

In 40 years no one in Buller Society has been expelled, 

If) Defaaiters ^^^' ^^^ ^^'^ defaulter had to be sued. This^ 

illustrates the greatest difference between 
German and Indian practice. The gravest defect in our Indian 
societies is the number of defaulters. In Germany default on a. 
serious scale is rare, and though I saw 15 village banks chosen 
at random, I came across no case atAall resembling in this 
respect our and D societies. This partly explains why 
German village banks can work upon so much narrower a margin, 

> 600,000 marks. 

'Mr. H. W. WolfE states (Co-operation in India, fSi^e 158) that after studying Savings Banks- 
at home and abroad Lie fouiid that ' the most snccessfnl were tbase which^ ivhether bargainiti'g for 
notice or not, as a natter of fact paid trithout notite or cntting it as abort as coald be. ' 

Hn Ital; nhen Eccieties have to woik on loans (not deposits) members may be charged as- 
ranch as 8 ortif -per cent. 



»of profit than Indian,. As long as the standard of repayment 
in India continues low this difference must continue ; and, what 
as more serious, India cancot possibly hope to rival the achieve- 
ments of Germany in the other fields of Co-operation, for punctu- 
ality of repayment lies at the root of modern business. 

It only remains to add in regard to BuUer that in 1919 the 
(9) General Meetings. Committee met four times, the Board of Su- 
pervision twice and the General Assembly 
-once. This is below the average. The committee of a village bank 
will generally meet at Jeast once a month, the board of supervision 
■once a quarter and the General Assembly once or iwice a year. 
In Buller interest is slackening as the society is less needed than 
it was. At thefirst general meeting held in 1869 a resolution 
was passfed that members absent from a general meeting without 
excuse should pay a fine of three pence. An appreciable number - 
of societies, have a rule of this kind and some are oven said to 
enforce it. But in this case, as probably in most, the rule never 
went beyond a threat. Some societies attract members to their 
general meetings by providing refreshment or holding lotteries 
in which the prizes are agricultural implements, a rake, a hoe, 
and the like. The latter were very popular in the Rhineland 
before the war, and in one society I saw £750 had been spent 
in this way. , But so much has been lost over the War Loans 
that they have had to be given up. " 

As a whole I received the impression that in Germany the 
;general meeting plays a less Important part than in the Punjab 
where half a dozen meetings a year are not uncommon. This is 
■one of the points in which perhaps we stand nearer Raiffeisen 
^nd his teaching than the Germans themselves, and .it is 
anatter for congratulation, as there is no better way of infusing 
"the co-operative spirit than by frequent general meetings. I't 
is an a-ivantage to the Punjab ih^^t societies there are much smaller 
than in Germany. The average membership in the two cases 
is respectively 27 and 99,^ and*^it is obviously easier to get 27 
members together ihan nearly 100. In India the absence of 
a board of supervision, which every German society has 
under law; makes a close control by' the General Assembly 
andispensable. 

15. Women are now allowed to vote at general meetings, 

Worn n's R'htt vote " ^^^ ^^^^ ^^ ^ Comparatively recent innovation. 
Oman s ig o vo e. ^^^ ^^^ German ideal which taught woman 

-to care otly for children, kitchen, church and Kaiser has had to 
"be modified. During the waj*, when almost the whole i manhood 
■of the country was mobilized, many societies were only kept 

' In 1920i 15653 vilUga banks (tor which figures are available) had 1650757 members. 
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going by "women, and the work was often so well done that manjr 
have been retained as secretaries. It is therefore impossible any 
longer to exclude them from general meetings, and even the- 
conservative RaifEeisen Federation has been obliged to concede 
the vote. It will doubtless be some time before India can follow" 
this example, but it is significant that the latest reporb for the 
Punjab speaks of a society of peasant proprietors which has a 
widow for its president. 

16. The foundation of Raiffeisen's edifice waa unlimited 
r • -.A , H,-. c liability, a principle that has been almost 

Limited Li&bility Socie- . H ■"■<. n i i ,. 

ties. universally loliowed wherever co#operative' 

(o) r-omenniB and Sakony. village banks havc been started. In Itely 
for instance less than 100 societies have limited liability. In twa 
provinces of Prussia, however, Pomerania and Saxony, limited lia- 
bility has been adopted. The main reason for this is the pre- 
sence in these two provinces of the landlord.^ On the one side^ 
the landlord is unwilling to pledge all his property because he has 
so much, and on the other the peasant proprietor is equally 
reluctant, fearing that the defatilt of one or two landlords 
may involve him in the loss of everything. If both are 
to join ^together in one society limited liability may be 
necessary. Dr. Rabe, a well-known authority in Saxony,, 
considers that the difference between the two forms of lia- 
bility is mainly theoretical. At. Berlin authority was un- 
animously in favour of unlimited liability. At the same time it- 
had no definite fault to find with the societies of Pomerania and 
Saxony. My own impression, formed from a brief visit to 
Saxony, is that, though special circumstances may render limited 
liability necessary, it is less favourable to the Co-operative spirits 
Large rather than small areas are the tendency, and that means 
a less corporate spirit and heavier work for the managementir 
The result of the one will be poorly attended general meeting* 
and of the other paid instead of honorary work. The landlord too 
needing Co-operation less than the peasant proprietor, will prob- 
ably take less interest in the society. Broadly speaking, it may, I 
think, be said that the material . aspects of Co-operation tend to 
receive more attention than the moral. A good example of this is 
the very ijoi-co-operative habit of charging compound interest: 
which I did not come across anywhere else in village banks. 
Financially, the weakness of limited liability has been 
(J) Their financial ^rought out by the heavy depreciation iru 
weaknesB. . Orovernment securities. Large contributions 

to the different war loans have been made 
by village banks. The losses on this now run into several hundred 

^ In Saxony in 1907, 69 per cent, of the cultirated area was in holduigs of 50 acres or more.. 
For the whole of Fressia the correspondiog percentage is only 23. 
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TBillion marks, and 80 per cent, of the societies are affected.* 
In Bavaria alone 3,000 societies have" lost 42 millions. Societies 
with unlimited liability are obliged to build up large reserves to 
protect their members against the enforcement of their . liability, 
and are consequently in a better position to_^ meet a loss of this 
kind than limited liability societies, which t'end to dissipate their 
profits in dividends upon the large share capital that they usually 
maintain. Some of these societies would have found themselves 
in a very awkward position but for an ordinance which allows 
-only 1 per cent, to be written down yearly. In Bavaria, in spite 
-of the heavy loss, no advantage appears to have ^ been taken of 
this concession. No better instance could be given of the finan- 
cial strength of the Germ!an village bank and of the general 
-soundness of their management. Even in England there are 
inany companies that have not seen their way to write down the 
Ttnuch smaller depreciation of English war loan securities. 

If J however, unlimited liability is a source of strength to a 
society, it can undoubtedly be a danger to 
(e) Fear o£ Unlimited jts members. In 1919, and the dread is not 
'* " ^' wholly past, ip.any thought thait the German 

Government would go bankrupt and repudiate its debt. Had 
"this happened, many societies would have been compelled to 
■enforce the unlimited liability of their members. The fear of 
this and the general uncertainty of the times have led many 
co-operators to question the advantage of unlimited liability, and 
some societies have gone so far as to convert themselves from the 
one -form into the -other. This tendency is also to be observed 
in Italy, where the cultivator has become so prosperous that he 
is no longer willing' to pledge all that he has. But in neither 
country is it very marked, and in Germany nine out of tea village 
banks still have unlimited liability^ Opinion too, outside Saxony 
^nd Pomerania, is agreed that in a village bank liability should 
be unlimited, just as in a trading society it should be the 
reverse. 

17. I saw two credit, societies in Saxony and a few points 

about them are worth mentioning. Both 

Two Limited Liability j^ad large areas, one including ten different 

^"' *^" places in a thickly populated neighbourhood 

;and the other covering a radius of 12 miles. The larger of the 

two had 330 members, all landowners, and combined sale and 

supply with credit. It owned a roomy warehouse built on a 

railway siding where it stored its goods for supply and its produce 

for sale. It had also a branch warehouse in the district. The 

> In tbe Rsiffeisea Federstion 900 village banba invested Jver - £6,000 ea«b, (ind (be total 
investment of 4,430 societies amonnt to 20 per cent, of their total liabilities. 
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'most charaeteristic feature of the other sooiety^ was the variety 
of its memhership. There were 39 landowners with properties 
of all sizes up to 75 ) acres, and in addition a pleasant medley of 
market- gardeners, priests, shopkeepers, butchers, blacksmiths^ 
■cartwrights, shoemakers, and barbers ; also a doctor, teacher, 
factory owner, merchant, shop assistant, builder, railwayman, 
locksmith and policeman, in all 75 mfembers. So great a variety 
is exceptional, but it is more likely to be found with limited than 
with unlimited liability. 

In both societies shares were only 20 marks, but each share 
carried a liability of 200 marks. The ten- 
(o) npai la 1 1 y. ^ency ' *now is against a large unpaid 
liability. T'our or five times the amount of the share is 
usually considered ample. But few of the banking authorities 
I consulted were prepared to lay down a fixed ratio. Most 
agreed that each case must be -decided on its merits, and that the 
principle to be followed in every form of society was that mem- 
bers' resources should be more than sufficient to cover their 
liability ; and in this connection it should be remembered that 
* a man is good security to a bank for a portion only "of what he 
is- worth. " 

Loans are made without security up to f of a member's 

liability. This is the rule in Saxony and 

^ ' *""" ^ not one to be copied in India. Credit is 

ite^lj given beyond this limit, but in that case there must be 

sectirity. In the smaller of the two societies only one member 

had been sued in 12 years. 

In both societies the Secretary is paid and is on the com- 
mittee. It is only in Bavaria and in the 
(c) e ecre ary. societics affiliated to the B,aiffeisen Federa- 

tion, that this is not the case. Our practice in the Punjab tallies 
with the latter and is, I think, sound.^ 

A remarkable feature of the smaller society is that every 
, „ „ ^ „ ^ . ^, member has a cash credit account and a 

fd) Cash Credit Acconnti. , it m-- • i. n i i 

^ ' cheque book. This is a point of develop- 

ment which few village banks have reached. In Italy for in- 
stance cash credit accounts are hardly used at all, and in the 
Smaller Gerittan. societies iot more than 10 per cent, of the 
members will have them. In the larger societies, especially 
those in industrial areas, the average proportion will be 20 or 30 
per cent.' Few of th'C srdaller peasant proprietors understand 

* Rae's CoHntiy Sanlcer; gee also Appendix (::). 

> In Italy practice varies. In the Wellemfiourg hnnka the secretary is paid and there* 
fore not on the cominittee. In the Cdthblic societiii be is a memter but is often nnf aid, in which 
case there is no objection 

> The Baiffeisea Federation statistics for 1913 show that out of nearly. 600,000 members 
20 per cent, had cash credit accoaats. 
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the cash credit account, but there is a marked tendency at pre- 
sent to develop its use, and in urban banking, both in England- 
and Germany, it has now become the chief medium of business.' 
It is an obvious commercial convenience and entirely xmobjec- 
tionable when therC^is a good business habit; but where, as in 
India, habits are lax and men improvident, it should only be in- 
troduced with caution, for it ^p rives the society of all control 
over- its members' expenditure.^ 

18, All through this chapter the German " Savings and" 
Diff«rent T eg f Loaus Bank " has been spoken of. as a viK 

' Village Banks. ' ° lagc bank. This has bccu douc because most 

of them are nothing else. But it should be 
remembered that a certain proportion are in small industrial 
centres or in villages so large as to be nearly towns. I saw one 
for instance in a townlet of 2,500 inhabitants which had 20 
factories. Its president was a butcher and it included proprietors, 
petty ofB.cials and artisans. Another .with 350 members and 
deposits of over 2 rnill^on marks was in a small watering place 
and half the hotel-keepers were members of it. Both these 
societies more nearly resembled the urban bank, which will be 
described later,' than the type of village bank with which we- 
are familiar in India. 

19. Before "closing this account of village banks some- 

further mention must be made of Italy and 
*^' Ireland. About Italy there is little material 

to add. In the North organization has been entirely spontaneous,- 
but in the Southern half of the peninsula private . effort has-been 
feebler, and special laws dealing with agricultural credit have 
had to be- passed. The Casse Rurali, as the village banks are 
called in Italy, fall into two groups, the Catholic organisation 
with 2,250 societies and'the WoUembourg Federation with 450.*^ 
The Catholic societies are said to be organised into 57 Audit 
CTiiions, but in Italy all organisation is loose and most of 'it 
new. Both groups closely resemble the Raiffeisen societies in 
Germany. The main points of difference, most of . which have 
already been noted, may be summed up as follows :—^, 

(1) In Italy there are no shares, whereas in Germany 
every society must have a share under law. 

' In Earsria a cash credit accoant is saactipnqd in the first instance for a year. It is tLea 
allowed to ran on indefinitely and the responsibility of the suretiss continues accordingly, until 
jiotice is given — cf. also paragraphs 138 {g\ and 146 (i). 

' Mr. Wolff is emphatically opposed to it for India describing it as ■ a most risky busi- 
ness avowedly done to (sve trouble,' Bengal Co-operative Journal, May 1918. 

'Chapter II. 

* The first-was founded at Loreggia (neat Vei-ona) in 1883. 
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-(3) .In the Oathdlk societi^B no security is taken and in 
the- others- -only, for the larger loans.^ Mortgage 
security is avcail'^d as it is difficult to liquidate. 

(3) Interest rates, are ihigher than in Germaa^,' dcca'siaii!' 
ally, tpuching, 8 } per cent. The margin between the 
borrowing and the, lending rate is also higher, hsin^ 

• ? to 2 1 per. cent > • • 

(4) Cash Credit accounts are seliiom, if ev^r, used. ,^_ 

(6) Banking and sv^pply ai'P combined as in- Germany :but 
co-operative sal^e is rare.. 

(6) The Catholic societies have a confessional basisj for no 
■ one but a Catholic may be a member.^ 

.In a country ^wbere religion and politics are closely allied 
'Ahis is an important difference.).. The Wollembo^rg banks on the 
other haii4 are neutral and, like, the Raiffeisen so3ieti§» in Ger- 
many, seek merely to empbasise the comm3n ties of Christian 
fellowship.. 

kO. Like .Italy, Ireland too has adopted the Raiffeisen 
isystqm ^nd there are not ma^ny distinctive - 
^" ^ ' features to be noted. Loans as a whole 

,-are for smaller amounts than in Germany and for shorter periods 
not usually exceeding a year. Unlike, th© Punjab a second loan 
^canriot be had till the first is repaid. There are, however, means 
of evading this. Two sureties are required for each loan, but 
in spite of this loans are not always properly applied nor are 
■repayments always genuine. 5 to 7 per cent, is charged 
for loans and about 4 per cent, paid for deposits, which 
are usually at call subject to a month's notice. ,If depo- 
sits are, insufficient an overdraft, guaranteed jointly and 
'Severally by the com,mittee, is pbtained from, the local joint ' stock 
bank. As in the Punjab, this guarantee is sometimes found to ba 
an embarrassment, as a guarantor cannot easily be removed from? 
the committee. General meetings are only beld^onco a year aad 
at^iendance is poor. In the three societies I visited it averaged less 
than 10 per cent, of the whole. This* is one reason why these 
credit societies in Ireland'have gone dowahill.^ Yet that members 
have reason to be grateful to these societies is shown by a case I 
came across of a tenant with a 1 2-acre farm who ten years ago 
. owed £70 and now has a deposit of £700. 

I This does not apply to other forms of Catholic co-operatire societies. 

* " The members d j not attend aaunal moeting s and in course 'oi time f oi^t they are »* 
.Society." — Better Bmineas, February 1917. 

D 
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■ 21, Considering the importance and the rapid progress of 
«, X . /, ^ , « u village banks in Germany, it is matter for' 

Want of Central Banlcs ' x ii ^ • xj. i x.-i • j. n i. ^ 

in luiy ana Ireland. regret that in Italy tney are virtually at a 

standstill and in Ireland actually declining..- 
Of the 100 or sp ttat remain in the latter only h^f are said to be- 
vi'^prously active. Both in Italy and _in Ireland the same 
cartise has been at work. ' Superficially it appears to* be due- 
to the prosperity of the farmer who no longer needs, to borrow. 
But the real reason is the lack of central banks and the^- 
consequent failure to encourage thrift.^ As was pointed out- 
in the earlier part of this chapter,' thanks to an admirable 
system of central banks, the village baaks in Germany h^ve' 
b een able {o act as suckers and to draw in the wealth of the- 
coubtry-side, which has been freely used to finance the other - 
branches of the co-operative movement. In Italy there are many 
hundred non-credit societies in need of capital, and in Ireland 
last year the Agricultural Wholesale Society was in the same 
plight. In botji countries capital is probably available, but 
there is no organisation to attract it to where it is wanted. It is ■ 
only recently that the Catholics have started a central bank at 
Milan, but it is not yet in touch with the village banks, nor 
perhaps does it fully realise their possibilities.' In Ireland the • 
effort to found a central bank failed. The result is that the village 
bank is being allowed to die a natural death, and the less at- 
tractive, because more commercial General Purposes Society is- 
being erected in its stead.* India may well congratulate itself 
that it has followed Germany in spreading a retwork of central 
banks over the wholes country. If only the habit of depositing" 
can be taught, the future of her village banks should be assured, 

22. It is clear that, with the example of Germany before: 
, »1 X. her, India need not regret the concentration 
imp«rtarc*ofEd„catK).. of hgr effort upou village' banks. For nfany" 

years and perhaps for as long as Co-operation eiidures> they must- 

* Since writing tlie above I have come across the following passage in an article by Mr, Lionel 
Smitb-Oordon in the Sconomie Beview (Septrmber'lbl?) which corroborates the view expressed :— . 

" The ccmpetition ef the Pott Office Savings Bank, combined with the habitnal distrnst of 
the Irisii farmer for any flnanciil institntion wb''cb haa not Government backiag, has made it 
estremeW difficult for n:cst of these societies to obtain deposits. As a conseqnence the 'thrift' 
which was BO eeseatial a feature in the German model has been rather lost sight of in Ireland, 
•nd the agricnltural banks have tended to become indeed 'cicdit societies' ratKer tbaB true 
'banks. The unforlnnste result of this is that they do not act as collecting centres for a central 
body as is so largely the case in Germany and Austria, and tbns they do nothing to relieve the»' 
4ibroDic scarcity of capital fro'n ■which the whole movement suffers.) 

• Paragraph 6. 

> See paragraph 4S. 
■* See patsgraph 152 
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remain tlie fouDdation of her co-operative system. We have 
BOW reason to hope that in time tliis system wjH embrace 
many millions of her population. The foundation must therefore 
be secure. But it is a question whether a foundation can be 
secure which rests upon the illiteracy of a continent. This vast 
illiteracy is one of the cardinal differences between India and 
<}ermany. ^ To most co-operators it is an argument for schools, 
more schcols and still more schools. To some, however, it 
is a question whether the primary school in India really 
educates. , If this view is correct, the only ultimate 
remedy is to improve the schools. Meanwhile there is one- 
school that teaches nothing but good, and tlat is the 
village bank itself. In this school the qualities that the whple 
world most needs at present,. industry, thrift, self-help and mutual 
help, are taught daily in their most elementary form, for these am 
the fundamental princip^ps of Co-operation. In Germany the 
grea' est stress is laid upon teaching, and throughout the country 
short courses in co-operative theory and practice are constantly 
held.^ But so far they have barely touched the rank and file- 
There are signs, however, that systematic effojt will now be made 
to educate t^em. This is significant in a country which has as 
fine an educational system as any in the world, and for India, 
where nine out of ten co-operators can neither read nor write the 
moral Is obvious. We must educate our members and educate^ 
them ceaselessly, and as it is easier to educate a small class than 
a large, we shall be well advised to keep our societies small. It 
this course is followed, India's^ foundation will be strong. 



* The differenee is Ifss maiked in the ea;e of Italy nhich in 1911 had an illiterate percentaze' 
«{ 37'0— Zimmern and Agreati, Ntw Italy, page ] 13. In the Faojah (1921) the percentage is 96.. 

* See paragraph S4. 
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CHAPTER II. — Fedierations and Unions. 

<i 

23. I come now to thte dull, but important, subject o£ 
troduetor Organisation, .l^n this field G^ermany is 

pre-eminent. In agriculture before the 
war she owisd h,er. superiority over England not to better farming 
but to better organisation,- and in the kindred sphere' of Co- 
operation he'r success has been aehieyedr in, the same way. Her 
organisation must therefore be, described, but, as the subject is 
complicated, I shall confine myself to the agricultural side of the 
'moyement. 

24. When a village society is fornled, it is at onde afiiliated to 
aerations th,ree co-operative organisations, t^ a Central 

Bank for finance, an Agricultural Wholesale 

» Society for supplied, and to thp local provincial Union for audit, in- 

r. spection and control. In its turn the Union, with a few exceptions, 

«, is affiliated to a national Federation at Berlin. At Berlin there 

-are two rival institutions, the RaifEeisen Federation and the 

, Imperial. ;) The former was founded by Raiffeisen in 1877 and 

.at the end of 192P embraced 7,192 societies. The Imperial 

, Federation, founded by Dr'. Haas in 1883, is much larger, 

■and at the end of 1920 included 21,297 societies or two- thirds 

, of- all the agricultural co-operatite societies in Germany. For a 

. brief period before the war (1905— 1913) these two federations 

were amalgamated, but union was never real and, when in 1913 

a personal question arose as to the leadershi;J) 'of the movement, 

they parted company. Since then Germany has been shaken to 

^her foundations, and the need for timon is greater than ever. 

. Accordingly there is once more a general disposition to unite. 

• But once bitten, twice shy. In 1905 union • canje from above. 

"This time it will have to come from below. 
/ • 

The main differences between the two federations turn 
, V « • .^:« 1, npon centralisation and State help. The 

(a) Main Differences oe- tT •„, • -rs j z- ^i • -i.i ■• 

tween them. Raifteiscn Federation worship < the one and 

abominates the other. Its banking system, 
ior instance, is based upon a single central bank • at Berlin, 
which by means of 13 local branches operates throughout Ger- 
many. The Imperial Federation system is totally different" and 
will be described in the next chapter.* It is entirely deeen-' 
tralised and hinges at Berlin on a large bank,' with which the 

■Middleton, Report on Recent Letelopmentt of German Jgrieitltur: This view is^ honrever, 
«ballengecl iD_ the Economic Journal (September 1917) by Mr, K. Havrtrey, who atti-ibntea 
43ennan Baporiority to au abundant aupply ji obeap labour. , ^ 

•Paragraph 86. 

•The Prussian Central Co-operative Bank,— see paragraph 45. 
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KaifPeiseii organisation will hare nothing, to do as it is a State 
creation, Eecent developments, howey6r, have done much to .* 
narrow the -margin of difference between the two federations, for, ' 
on the one hand, the great financial weakness of post-war Govern- 
ments has made apparent the danger of ' dependence upon them, ^ 
and on the other the rapid- increase in the number of societies has- ~ 
miade cehtralisatibn increasingly difficult/ The Eaiffeisen Feder- ^, 
atiion, therefore^, is more disposed to decentralise andtlie Imperial 
Eede ration to rfely upon its own resources. ! 

, The other, di^erences between the two federations are not : 
(I J Minor .pi%cn<;eB. important, Briefly they are as follows : — ,» 

(1) The Eaiffeisen Fed efatioii insists upon unlimited lia- 
bility lor all its village belnks. The Imp«i-ial Federation, while ' 
agreeing in the ^general principle, allows its isocieties more lati^ ' 

tude. .■::■' .. 

(2) In village banks the Imperial Federation favours large,, 
the Raiffeisen Federation small shares, the one body aiming at 
financial ,i^irength and the other at the inclusion of the.poorestl 

' (3) In Eaiffeisen societies the secretary is never on .the 
committee except occasionally in non-credit societies requiring 
expert control, and management is more entirely, though, not , 
exGlusively, honorary. 

25. It is clear that none of these differences is fundamental,. .' 
.,,.'-'. . ^, , and it may almost be said that there is now 
Rivalries. BO csscntial diftprence of policy or principle .. 

"^ ' ' ' between the two federations. The great; 

obstacle to fusion is the number of rival Audit Unions, It was ex* 
plain'ed above 'th4t, when a village soraety is formed, it is forthwith 
affiliated tb the local Audit Djiion, which in'its turij is generally 
a&liated t6 bne or other of the two national T'ederations at Berlin,* 
These local Audit Unions are, to be foiind throughout Germany^ 
often side by side in rivalry which is not always friendly, ' Out of ' 
the 13 pTovinees 'of Prussia only two have a single Union,' The 
Ehinelaiid has lio less than foui-, and Bavaria ha^ the same 
number. Altogether ther6 are fifty Audit Unions for agricultural 
co-operative societie's, of which 13 are affiliated to the Eaiffeisen ' 
Federation and 'i!7 to the Imperial, The remaining 10 are 
independent and of no groat iinpOrtance,* ' 

'■ -—, -^ : — -. — U — : -—^ — I — ■■ <.- ^ ;-— 

*Jn Oerman the same wi rd ' verbsnd ' ia used for bott federation and audit Dnlon, as 
the foDctions cf both aie similar, the n aio (jifferecce bieing that a federation operates throagboat, 
Oenrany' and i^ Unibn in a mncb emallcr area. Mr. CahilldiatinguiBhe4ibim by different caues ' 
and I fo'low him ae it is clearer, 

'Wesfplali* and Hanover. 

'Five have lees than lOU aocietio!. 

d2 
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Though it has stimulated competition it is now admitted to 
he a disadvantage to have more than a single Union .working in 
ihe same area. In one village I visited there were as many as 
6 gocieties affiliated to three different Unions, and they includ- 
ed rival basket societies ae well as rival banks. This of course 
is exj^ensive in control and occasionally,. too, in temper. On one 
occasion, when feeling ran high between twp of the three Unions, 
the members of the opposing parties attended general meetings 
armed, with knives. A co-operator who is president of two socie- ' 
ties in the village, and manager of a third, each of which belongs 
to a different Union, remarked that his position at the time was one 
of great delicacy. This instance is of course an extreme case, but 
it shows the dangers of a divided house. These are now realised" 
and a more eo-operativ^ spirit is in the air. In Brandenburg 
and^ Silesia the local U'nions have set up joint committees to 
decide common policy and deal with matters of general interest, 
and in the Rhiaeland three of the four Unions have combined to 
form a joint agricultural wholesale society for the whole 
province.' These are promising sign^ and encourage the hope 
that the two national federations will eventually amalgamate. 

26. Even when this occurs there will still remain the formid- 
,. . . . ■ „ , able problem of uniting urban and agricul- 

Union of AgricuUunil , , K^ 1. . ° . ,. ° -rrr 

und Urban Organisations. tural Co-operation in onc Organisation. VV e 

have already seen that in addition to the two 
agricultural bodies there are twp national urban federations, one at 
Hamburg for consumer societies and the other at Berlin for urban 
banks and industrial societies.* It is significant of the tendency of 
the time that in 1916 a joint consultative committee called the 
*'Freier Auschuss " was formed by the four national federations 
to protect and further their common interests. The committee,,, 
which meets once or twice a month, is entirely informal and has 
no legal existence or executive authority, but it forms a useful 
plank bridge between the four federations and may in time 
develop into something more substantial. ~ 

27. Co-operators, in India may congratulate themselves 
^ ,. , , ^ ■ that State control has given each- province 

India 8 advantage. t'it -i • ■, i ■, i_ i. -i 

an undivided, and indeed almost a national, 
organisation. Not only are there no competing elements in the 
field of agricultural co-operation, but urban and rural societies 
are everywhere united in the same federation or union. This 
is partly due to the small number of urban societies, and it i% 
significant that in one province, where they are incr3asing 
fast, there are signs of separatist tendencies. This should bo 

'Described in paragraph 68. 
'Bee Introduction, paragraph 7. 

— ■ 



39 

satrongiy discouraged, for India has no greater advantage than 
-(the close alliance of town and country in her movement. So far 
;^s I know, it is an advantage denied to every important -country 
in Europe. • 

28. Some details must now be given of the working of the 
„,..,; - ., „ . German organisation. More^will be said of 

Cionilitntion of the Bai- ,, -n •a; • t-i j!i.r.x -ixij i.- 

&«ei»eii pederatirn. the Kaiff eisen than of the Imperial 1 ederation 

system, for though the Imperial is larger th« 

'Raiffeisen is better organised and consequently more efficient.* 
Nothing could be better than the constitution of its national 
Federation at Berlin, and though few things are duller than 

•constitutions, this one deserves attention if only for its ingenuity 

lin adjusting the ever conflicting claims of democracy and 

►icffieiency. Membership is confined to — 

(a) local unions (13), 

(fe) central societies for banking and trade (12), and 

(o) primary societies of every description,* provided 
they are affiliated to their local unions. At the 
end of 1920 these numbered nearly 7,iOO. 

There is a large general committee of 51 members and 

;.a smaller executive committee of 14. The former meets at 

least twice a year, and its main duty is to exercise the control 

which the 7,200 members of the federation are obviously unable 

to exercise for themselves. The executive committee meets - 

; about once a month, and to deal with urgent or complicated; 

business has a standing sub-committee of four elected for 3 

years. It consists of the president of the Federation and of 

'the presidents of the 13 affiliated Unions. The members of the 

: general committee are virtually delegates of the Unions and 

.iCeittral societies, by whom they are chosen according to a fixed 

scale of representation. Both committees therefore are more 

! representative than democratic, and the smaller committee is 

in addition highly expert. To link these two committees to- 

:gether the executive committee are all members of the general 

committee, and to secure proper consideration, of the great 

variety of subjects arising, there is a special com-nittee for each 

of the more important forms of co-operative society. To kqep 

sthese special committees ia touch with the executive, each is - 

represented on the general committee. The president of the 

' The Bavarian Agricultural Union, to which f 'equent reference will be made, belong>-i to 
the Imperial Federation system, and is as elBcIently organised as any BaifEaisen IXuion, bnt that 
ris largely becaaae it has modelled its organisation on the RaiSeiscn system. 

■Application for membership must be made. In the case o{ the Imperial Federatioo it !• 
■sAufficient to be a member of an affiliated Union. 
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Pcderaiiori is elected at a ioint sitting of the general committee- 
and the correaponding committee of the RaifPeisen Central Bant,- 
The reason ,for this is explained later .^ Supreme authority 
in the federation nominally vests in the General Assemhly, ta 
which every memher-society or union can send a representative. 
But it only ireets once a year and, though it has certain pres- 
^"|^?d powers, it does little more than' ^-atify what is proposed»s 
•f^ V?;^ ^P '''^S^t of filectioin and is, in fact, more a congress thaa 
^ tE^^l?^?p6nt. At. the samje time it provides' the necessary i 
democratic basis, ard it enables policy to be explained and- 
grievances to be ventilated, ,c ,, i w ;> 

. -,The , constitution of ^the Imperial Federation is not radically" 
diffgrent.*^. , lake .the iRaiffeisen Federation' its ba'sis is de- 
mocratic, its control representatite'Bnd its manageiinent expert. 
^For a large organisatic n these are the esse ntial- principles, and 
there is no othe^ way of combining democracy and efB.ciency . 

29. Therie two great national , federations will be a useful* 
Audit Anions. (a)^,;Se- Hiodel when the time comes, as assuredly 
prrttehtatioii oi thePrimaiy it must, to^fflrm ,a single federation or union- 
'"'*'* ^' " ' for the whole of India. I'or the present^. 

blDwever, we must be content- w<ith prdvineistl Unions or Federa- 
tions. To these the counterpart in Germany is the local Audit 
"Union. ,r The main 'difference- is, that the area covered by a 
Union is much smaller than an Indian province and dofes not 
usually e;xce:ed a Commissioner's' Division.' Another difPerenpe^ 
so far as the Puiijab is concerned, is t^at in Germany the 
pj^njary society is directly af&liated tb the Union; . it is, I think,. 
a flaw i|i the. constitution of the Punjab Dnion thKt'the majority 
otft the village societies are represented in it b;^ Central banks^ 
vljo^eirkterests are not always the same. ,.Tt wi)iild -doubtless 
lfe,^i:PScult to give direct' representation tb ' a bbdy^ bf "societies 
w,hich now numbers over 8,000 and is rapidly' in6reasing.- 
The. largest Union* in Germany has only 8i3€0 societies. On 
th.§ other hand,. the Imperial Federatiori gives 'sepa'rate repre- 
sjentation to. nearly 22,000 isedifeties scattered; bVer' the whole 
ofGernnanyj whic^i shows that neither number 'nor'distance is an 
iijSQperable-jdiffieuity. Though of c(ourse the vast majority of ' 
these societies do not trouble to send representatives-to'a general 
meeting,, the, attendance will often exceed 1,000 ;an:d as these 

■■ ; —. ■■ ■ ; , . . Ul— I-Jh r<-,-J 1 

• Paragraph 30. ''' ' 

. * There are 2 coinniittees, the Biaaller elected 'Bytbe larger, and as tbe Bmaller consists of 
only 7 members, n^ Btarding Enb-commitfee is required. The president of the federation i»- 
prxipPBAd by. tbe smaller ccmmittee and eUcted by the larger. The 27. locaV Unipna affiliated* to- 
the imperial Federation ^le'reprcsenttd on t. e larger conimittie b^ their- presideniis,' In otb^r' 
respects the oonstitutior agrees with that of the B^i^eiaen Federation, i ' 

> Bararia With 7 nilli'on inl.ahitants is the largest area covered by a single Union... 

' The Bavarian A gr'cnltural Union at Munich. 
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meetings are held every year in different parts of the country, 
sooner or later the societies in erery area get an opportunity of 
attending without diiBculty. It can be readily imagined, that 
the effect of such meetings will be far greater than if attendance 
were confined t8 a limited number of representatives of central 
societies. A way ' out of the difficulty might be to organise , 
societies into' district or sub'-divisional uflidtis-^ which would then 
become members of the provincial Uflloiiv' on which they would 
represent the interests of their affiliated societies. Somewhat ' 
similar unions exist in Germany £|,nd will presently be 
described.' 

Where there are. so many XJuions there must of course be 
JvTKi c- tit'tion' many differejnces of Constitution. The Bonn 
OT 8 1 u ion, Union for instance with 550 societies foUoWs 
the lines of an ordinary German co-operative society ; that is to 
say, ithas .two commitiees, large and small, tod a president 
elected by the general assembly. On the other hand, the Eaif- 
feiseniiUnionat Coblenz which hasi 600 societies, with the love 
of centralisation and efficiency which characterise the Eaiffeisen 
organisation, gives great power to the president who is appointed 
for aminimumiof 6[years.* He has only a single committee to 
deal, with, and as it is too large to do more than exercise a 
general control, his position is one of considerable freedom and 
responsibility. He is therefore elected • not by the general as- 
sembly but by the conunittee' which can be trusted to choose with 
discretion. ; , , . 

i\ll these Unions are primarily concerned with audit, control 
, , _ , . . _ and development, and maintain a carefully 

(e) Functions vid , Re- . j . , ^«. n j •, - . j •, - j- '' 

sources, i J" . 1 rained .staiT orauditors and ilispectors tor 

the purpose. Incidentally, too, instructional 
coui'ses are held- for co-operators, conferences are organised, 
statistics are collected and as often as not a periodical is publish- 
ed.) i In i aim^ scripe ,,and r function i they exactly resenible our 
provinciail Unions, with however the ' important 'difference that 
they ,are entirely: unofficial, i Before the ' war many received 
financial -assistance froifa Gavernment ', but ftow thatth^ public 
exchequer is, empty they have to depend upoil their own re- 
sources, _ As /with us jevery affiliated society mates an annual 

contribution^ which is usu^y assessed as follows, t?!,?. : — 

.. ■ . . , - ' •■•-'' 

i^a) a fixed fee ii'respective of the size of the sdjciety, 



' t'aragraph 31. 

■ Technically he 
'r of the Icoat brs 
ifly to the liresidei 

" Not however the Raiffeiaen Unions whioh have always eschnwed State help. 



■Technically he, is honorary as thoiUaian cannot atPorJ ti piy, hjm, but as mana.injf 
diroBtrr of the local branch of the Raiffeisen Central BanV he, receives a/ala-y. This applies 
geherafly to the liresidents (.f all Raifleisen Unions. 
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(6) a percentage payment on turnover, and sometimes oa 
net profit as well, and 

(c) an audit charge which varies with the length of the 
audit.* , 

Any deficit on the year's working is usually made up by the 
tocal central bank, which in Germany is fully persuaded of the 
importance of maintaining an efficient staff for audit and 
-control. 

It is difficult to compare charges in one country with those in 

.«,nother, bu< my impression is that, with the possible exception of 
supply societies, the annual contribution is proportionally higher 
in Germary than in the Punjab ; and it could hardly be other- 
wise as the Unions are now entirely self-supporting, whereas in 
India a large part of the cost of control is borne by Government. 

'The two national federations are, aliso self-supporting and main- 
tain themselves from the contributions of their affiliated central 

.societies. They do for (he latter what the local Unions do for 
their primary societies, but their chief function is to give agri- 
cultural co-operation cohesion and strength, to determine its 
policy and course, to defend its interests and make known its 

.raehievemenfs. / 

30. In India the relation of central banVs to the audit 

Re]at,on of Central Bank, *^^ inspection of primary societics has been 

-toCoutroi. a much debated pomt. Some would give 

the central bank full control, others none ~ 
;at all. In Germany opinion is emphatic that the central bank and 
the controlling Union or Pederation should be separate organisa- 
tions ; but as legs would be useless if they attempted to walk in 
-opposite directions, it is also agreed that they should be closely 
interlinked. This is done by exchanging repifesentatives to sit 
on each other's committees. In the Eaiffeisen brganisa- 
tion, with its one central bank for the whole of Germany, 
the president' of the national federation is also president of 
ihe central bank, and is elected at a joint sitting of the 
^general committees of both bodies. Similarly, in the provinces 
the president of the Raiffeisen Union is always managing director 
of the local branch of the Eaiffeisen central bank. In this way 

'These fees are too coniplicated aad variable to give in detail, ba'. (a) U usaallv 6 Bhitlings 
(60 marks , and (i) varies from 1/iOth ti 2/5tb9 per mille of taraover, the rate dimiaithing, 

- Wi'h the amonat of the tornover an ' varying with the farm of society. In every case it is sub- 
ject to maximum limits which iu one Union do not exceed £2J (4,000 marks). If a percentage 

' of the net profit, is taken it will le about 2 per cent. 

For (o) a daily charga is usually made. In 2 Bavarian Unions aoeieties pay lix pence (6 
markj) an hour, but in one cise, if the aalit is satisfiictary, 2/5tli8 of the fee are returned to th* 
<;«OCicty by the Central Bank concerned (not the Union). 
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tte latter throughout Germany is riveted to the Raiffeiseir 
federation system, and identity of policy is secured. The same 
policy is followed with the Agricultural Wholesale Societies, for 
the president of the Union is always either president of the local 
* wholesale ' or on its directorate. In the Imperial Federation, too, 
-it is an accepted principle that the Federation and its central 
Bocieties, though separate in constitution, should form an insepar- 
ahle whole,^ Italy is adopting the same principle, and India 
will, I think, he vise to do the same. 

31. Throughout the Raiffeisen organisation- the first link 

. in the chain, which hinds the village society 

iMsoaa mons. ^^ ^^^ ^^^ ^^ ^-^^ national federation at the 

other, is the small sub-divisional Union, to which reference has^ 
; already been made.' This must not be confused with the 
local Audit Union which covers a far larger area and has widely 
different functions. Every State in Germany is divided up into 
.administrative units which, broadly speaking, resemble those , 
obtaining in India. Thus a province of Prussia, or a federal 
State other than Prussia, roughly corresponds with a Commis- 
sioner's Division, while the ' Bezirk ' resembles the Indian 
district and the 'Kreis' the' sub-division.' It is from societies 
in the ' Kreis ', generally 15 or 23 in number, that the sub- 
- divisional Union is formed. 

, . „^ . -^. ^ Its main objects are - 

(o) Their Ob]«otB. '' 

(1) to act as a link between its member societies and the 

local Audit Union and to co-ordinate the interests 
-— of both ; 

(2) to develop Co-operation in the sub-division ; 

(3) to bring the full weight of their member-societies to 

bear upon the solution of agricultural problems ; 
and 

(4) to elect a representative to sit on the general com- 

mittee of the local Audit Union. In practice this 
is the most important function of all. 

In some respects these small sub-divisional Unions recall 
our Banking Unions, but there is this fundamental difference- 
that they have no banking functions or financial liabilities. 

' ■ ! • 1 ; — 

*Ia the priTince of Sax my, for inetance, the president of the locil Unioa is also president 
of the Board of Supervision of the local Central Back, the Agiicnltnral Wajlesale Society aad the 
Central Cattle Sale Societju 

■Paragraph 29 (o). 

^In Bavaria Bszirk 9nd Kreis are inverted. 
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They exist solely for purposes ofr organisation, and their chiefs 
merit is that they provide a convenient means of securing effec- 
tive representation ofn the^ocal Audit Union for a large numher 
of widely scattered societies. In the Imperial Federation system 
they play a much less important part than in the Eaiffeisen' 
organisation, hut there too the tendency is in favour of their' 
extension^ especially in th,e larger provamcesi where !they'iare now 
considered a . necessity. ;Tn Bavayia they are regarded' as the- 
cornerstone of the whole fahric^ and the' Bavamaai Agricultural 
Audit .IlBion has not only . .grouped • its 3 j300 societies into. 14-4 
suh-iiivisiona|.JiJnion8, buthas. also formed the latter into 7 
district unions. . These, however, have little, life beyond what is 
infusedintcthem by the, local inspector, . i 

' The value of the organisation m%' be questioned. Success^ 
m Th ■ Vai depends upon the existience of good local 

() eir w. leaders, and rrfelatiyely thcjse appear to be 

almost as diflScult to find in Germany as in the Punjab, fcr. both ; 
eoumitries depend in tbe main upon the small or medium pro-' 
prietor who has not iisually much aptitude ^ for leadership.' 
Most sub-divisional Unions, tLerdforejfrarely meet more than once 
ayeaf and 'many doinot meet as oftenj Out of 310 Unions belong-" 
ing^tothe Eaiffeisen organisation barely half held mei^tings in 
1919. In some prcvirces they do w.ell, in others r badly. In 
Ebineland they have little life, but in Thuringia, thanks to a 
body of public-spirited sehoolmnsters", they, are reported to be 
vigorous. In Bavaria, where the system is most developed, 60 
per cent, are said to be good and the Best ■ amongst them meet 
five or sixftimes a year ; but even there it is'' admitted that a 
certain number have only a paper existence.! At its best the 
sub-divisional Union is evidently a valuable asset; and even 
at its-norst it secures the village society a voiCe in the counsels 
of the local Audit Tni^ju, for the general comnciittee of the latter 
mainly consists of Union presidents. There is no doubt, too, that 
a man can speak with more authority if he represents a Union, 
than if he merely spt aks ior a single society ; and speaking with 
more authority he is^l^etter ajble to protect, the ; interests of the 
smaller societies which might otlievwise be ignored. As organi- 
sation grows, the voire of the cultivator, who is titie backbone of 
th6 movemeiit, is in dahget of being Idst in the upper air of 
attthority and wisdom. Accordingly it is important to give him ' 
©very opportunity of making himself heard. This is the chief,' 
Taliie of the sub-divisiqnal Uniojiin Germany and the argument" 
for introducing it into the Punjab. I do not, however, advocate'' 



»Even 
ccnmiin 



en in ll;e Unittd StateslhegTfBt difficulty in the way tf the CTgaui«alion of rural, 
tirs is B«i* to I e the laili of leaders— Carver,, Pn'»c?p?e* qf Sural E^onomifi,', page 879. 
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-ifchis till the matter has been more- fally discussed; It is important 

i;o keep our organisation simple, and we certainly do not want 

it clogged with a large number of' s;tillbom Unions. Yet, .where 

„^ood leaders are sivailable, / the Union might be of greait 

.•Talue. ..' '■'■'' ~ ■ '■ _ 

32. Throughout the movement the question of leadership 

is important. licadership postulates educa- 

jgreat extent to go to the town, but unfortunately the townsman 
is little attraeted'by Go-operation. There is, moreover, amarked 

•"-cleavage betweeln'towiJ. sj^d country which makes his employ- 
ment in the villages difficult, if not -impossible. In Grermany 
a somewhat similar cleavager h^s appeared since the war, half 
famished towns resenting the high prices demanded by the pros- 

/ perous country. " But thisJs of recent growth and is probably 
only temporary. Speaking generally, it may be said that in 
Grermany the * nianagement- of th? agricultural movement 

■ has been supplied by the town, and direction and control by the 
country. The managers of the larger banking and trading orga- 

" nisations are mostly townbrQi, ,but the directors of federations, 
unjons and central societies mainly belong to the country. There is. 
however no hard and fast line, and nearly one- third of the 27 Audit 
. Unions affiliated to the Imperial Federation have presidents who 
. were born and bred in the town. These include two businessmen, 
.two lawyers, a priest and an official. Germany, in fact, has not 
• hesitated to draw upofi all classes for the qualities she required, 
and much of her success may be attributed to thi*. In so 
catholic a movement as Co-operation this is undoul^tedly the best 
'policy. Hitherto in the Punjab there has been little scope out- 
sid*? the central banks for the employment of the educated 
townsman, but as the urban and trading sides of the movement 
.develop, more opportunities will doubtless arise. The prob- 
lems of Co operation are becoming increasingly com|pleXj and 
ultimately the best brains available, whetbfjr of town qr, country, 
will be required f or their solution. No one could fail to be 
impressed by the high level of industry, capacity and- intelligeilce 
to lae found thro ij^liout the German organisation, Eyeryfchia^ ■ 

■ possible bhould be-done to ath'aofc th^se qualities to the service 
of Co-op3^ation in India. ■. ., 

33. The primary function of a German Audit Union, as 
. ,.^ , X mu • T of onr Punjab Union, is the audit oi its 

Aoditora— (a) Their Im- jy,.. , , ''• i- tt j i ' • j. 

yoi'tance and Tiaining. affiliated societics. Under law cvcry socicty , 

must be audited once every 28 months,* 
For this purpose every Union employs a staff of auditors 

^ Befoi^ the war it was every 2 ytara. The period Wts extvulei, as so mauy aoditoiv 
fcere mobilized. It will probably be reduced again i> due coarse. 
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corresponding in function and status to our sub -inspectors. As- 
in the Punjab, so too in- Germany the auditor is the pivot of the- 
naachine. A recent annual report of the Imperial JFederation- 
states that bis importance cannot be exaggerated. He is the 
servant of the whole organisation and the i?erfiona/ link between 
the Andit Union and its affiliated societies.. His training con- 
sequently requires the greatest care. The Secrfetary of the largest 
Audit Union in Germany went so far as to say that it was- 
their most important- task. The actual training course varies- 
from place to, place, but the general syttem may be judged 
from the following course which the Eaiffeisen Union at Ooblen& 
prescribes for its recruits : — 

(a) Three to six months at the headquarter office to leara- 
the routine work of the system ; 

(6) Three months or more with an experienced auditor in. 
the field, till three or four independent audits have- 
been satisfactorily done ; 

(c) A six months' course at Berlin for a thorough ground— 

• ing in accounts, and< in the principles and practice 
' of Co-operation ;^ * . 

(d) Three or four months ih charge of a small circle- 

under supervisitn, followed by a practical examina' 
tion in the field and by another in theory at head-'- 
quarters. If this is satisfactory, the auditor is- 
finally appointed on fire years' probation. 

It will be seen that the course lasts about 18 months Saud- 
is therefore three times as long as ours. Another impijrtant 
difference is that no one is appointed a full fledged auditor till 
he is 21 or 22 years old. Our sub-inspectors are, I think^ 
employed too young. 

60 or 60 societies are usually considered sufficient for an 
A d't auditor, but salaries are dow sO high that few' 

' e n 1 . federations can afford to work to this scale,- 

•The largest Union in Favaria has one auditor to 80 societieSj and- 
in the province of Saxony the proportion is as low as 1 : 100. Most 
societies are audited once every 18 months or 2 years, but the gene- 
ral aim is to have it done once a year as the advantages of audit 
are so great. Of these advantages a Pavarian annual report- 
speaks with enthusiasm. A regular audit, it says, briiigs new^ 
life to secretaries and committees, purges the latter of undesirable 

■Some coutider tbiee months suScitnt when the coarse follows practical training. 
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members, strengthens the co-operative spirit, and afFordsT air* 
admirable opportunity for teaching. Experience in the Punjab- 
would certainly endorse this. Audits naturally vary much ia 
length. The report of one Union for 1919 states that the short- 
est took 4 hours, the longest 541. For an audit done §very 
second year the average is 6 or 6 days.^ To ensure good work 
many Audit Unions have a limited number of societies re-audited,- 
This is done by a class of men generally resembling our Inspect 
tors. 

The field stafiE is not, as in the Punjab, chosen exclusively^ 
. from the rural classes. The business and- 

(•) eir eorinimeo . trading sidc of the movement is too import- 
ant for thfe quicker brain and better business aptitude of the' 
commercial classes to be passed by, though- it is admitted that 
the countryman understands the peasant best. In this last 
.respect Bavaria recalls the Punjab, for rural psychology is said 
to be quite different from urban, and the townbred to be of little 
use in rural work unless he is familiar with the agriculturist. 
At the same time- it is clear that there is not the sharp division 
that difEerences of occupation, religion and caste have produced 
between town and country in the Punjao. In Kavaria, as else-- 
where in Gerriany, the constant migra^on from the country 
to the town has partially bridged the gulf. Consequently many 
townsmen have country blood in their veins- which stirs again* 
when they return to the country. 

A word must be said about the educational qualifications- 
,^^ niv . r.a .- , of thc audltor, as on the whole German 

(d) The.r Edncational . ' „ i. • j.i 

ijuaiificatioDB. experience connrms our practice in the- 

Punjab. The audit staff is for the most 
part recruited from the high schools and only to a minor extent 
from the universities. Por the practical work of audit a high 
school education is more than sufficient, but an auditor of co- 
operative societies is much more than a mere auditor of .locounts. 
Like our sub -inspectors he is, or should be .the guide, philosopher' 
and friend of his societies, and for this side of his work a 
university education with its broader outlook and finer grasp is 
an advantage. Both types are therefore taken, but the diffi- 
culty with the university man is that he is ambitious and rarely 
stays. He tends to be more and more employed in the higher 
grades, but in at least one important Union I ca,me across a pre- 
judice against him, mainly confined however to non-graduates.ij 

To most peotje the points I' have mentioned in connection 
with auditors wm appear of little importance, but for those^ 

'Kefufe the war it «ai shcrter, but njw the activities of crecUt eocieties a-e more varied. 
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,-^ho hav^ held practij^alrexperie nee o^ cp-operatiye work in lHd%, 
Tthereis a,cpii^iderable.interest in finding the same questions arising 
.in two countries so widely different as India and Germany. 

34. At thj end of tke last c'a'apter it was said that educa- 
^.. . tion is the foundation of a sound co- 

operative system. Jt - is natural, there- 
fore, as the niovement develops, ' to fi'nd more and more 
importance attached " to training courses f ob eo-operatbrs. 
'These are organised by the Audit Unions and generally last 
four or five days. ,AU sorts of people attend. : I'he bulk of 
course are peasant proprietors, but there are also large land- 
owners, priests, schoolmasters, pattji offiiials, inn- keepers, 
-traders, craftsmen and a good, sprinkling of women, who are 
-often the wives and daugJitersr of , m 5m')ers of committee.^ At 
C©blenz Igist year, as, a new exp3rlm3at, a series of one-day 
courses was held to teaoh the rudiments of co-operative finance^ 
and it was so sueQ,essf;ui that it is being repeated. There is not a, 
•doubt that these training courses are of the utinost value, and 
men who could judge their effect spoke of them with' precisely 
the same enthusiasm that I have heard expressed by o\ir Inspeo- 
. tors in the Punjab. In Italy, too^ :where they are being intro- 
duced, there was the same unqualified tribute to their valiie. 
; Not only do they ' lead to, a higher stg^ndard of work, but in 
bringing together members of different societies, they enable 
-co-operators to get to know each other, to exchange views and 
experience and to form valuable personal ties, all of which helps 
rto develop the corporate feeling and enthusiasm so essentiil to 
.real Co-operation. • i 

35. I cannot conclude this chapter without a word about. 

org9,nisatipix in Italy. Nothing is ia greater 
^^" contrast to , Germany. Before the war it 

hardly existed. Now ifljauqaexable Audit Unions' are springing 
up, and Catholic and Socialist are coipipeting fev;erishly; to out- 
• strip each other, jlew; of tljiese , Unions are. more than 1 1 a ■ year 
old, and niany still ca,n boast little beyond, an ad4res^. In the 
matter of organisation, therefore, India, has nothing to learn 
from Italy. At the same time it is worth noting thsit broadly 
speaking the GeroiaQ system is being followed, with however 
two importjant differences. In. . Germany agricultural organisa- 

*ln 1920 the 13 Baiffelsea UDiona, einbrao'mg only 7,200 out of 33,000 agricultural Boc!etii;s. 
oiganiFedtiB ma. y as 12d CJMBCB, fifty of which were attt'oded by 1,533 cj-operators. ) Thene 
included over bOO ptaaant proprietors, 2d9 officials, 131i crahsmen and 7y wosieu. Am^ingst the 
officials were Mausiffs, burgomasters, headineu of villago ( >omtni|ttvorsteher), schoohuasters, 
tax-collectors, postal assistants and clerks. The craftsmen' caosis1|fe of bakers, blackimithi, 
joiners, carpenters, wbeelwrights, masons, shoeitiakjirs, saddlers, tinkers, tailors. 

* The. ItaliauB call tbem federations. Ibronghoat this report they are referred to as Uuions 
„as they/resemble the Getu.an Audit Unions; 
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tions, thougJx to some exteat coaipetitive,, are definitely ranged 
on one side and urban on the other. In Italy, on the other 
hand, the line of cleavage is not economic but political. Thus 
Catholic Unions and federations, though mainly agricultural, 
include town .as well ,as country, and Socialist organisations 
though predominantly urban include country as well as town. 
This would be a great advantage if it were not crossed by the bar 
sinister of politics. The second difference is that, whereas jn 
Germany an agricultural Audit -Union or Federation includes 
every possible class oi rural society, in Italy separate Unions 
and PedeTations are formed for each of the main branches of Go- 
operation, namely, consumption, production and credit. This 
means a looser organisation and a great multiplica|)ion of Unions. 
In every district Catholic and Soc alist are each forming a twin,' 
if not a triple system of Unions. In a single district there may 
easily be as many as five Unions,' and as there are in Italy 71 
differejit districts, the number of Unions will soon run into 
hundreds. The Catholics alone have 217. Each district Union 
IS aflB.liated to a corresponding Federation for all Italy at «Rome^ 
and the Eoman Federations in their turn are afliliated. to a grand 
national Federation, Socialist or Catholic as the C9,se may be.* 
These national Federations are the coping stones of the move- 
ment, but though in each case the temple is dedicated to Co- 
operation, there is notihing less co-operative than the relationship 
between the two. Midway between them there is another and 
professedly neutral organisation ' built up on similar lines, but 
wielding far less influence in the country. This body, too, is 
doing its utmost to swell the rising flood of district Unions. 
Seeing how recent organisation is in Italy, it is not surprising 
to find that^udit, inspection and control are as yet in their 
infancy.* For this tb.e law is partly responsible, as audit is not 
compulsory and only the Catholic societies enforce it. This is 
Sbbout to be changed, and in other ways too Italy is improving 
her methods. But it may be doubted whether her organisation. 
,will ever be as good as the German, for organization on a large 
scale is as foreign to the genius of her people as it is natural to 
that of Germany. 



' Catholic and Socialist will each have 2 Unions for consumera and producera societiep and 
there may also be a Catholic TJnion for credit societies. ' 

'iThe SncijiUat body ia called the National Iieaga,e of Co-operative Societies, and the 
Catholic the It»lian Co-jperafcive Confederation. The f ormer claima 5,000 societies, the latter 
6^600, 

'The National Association (Sindicato) of Coioperative Societies, which are said to anrnw 
her 2,000. 

*The National Loigue last December (1920) had (only one Inspector available for 
-tqvring. 
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CHAPTER III. -Central and State Banks. 

■4 

36. It is a natural transition from Federations to Central: 
™ _ „ . Banks, for control and finance are the 

The Oerman Syitem. '^ ■, t p r^ j_- • • 

alpha and omega of Cp-operaiive organisa- 
lioa. This is especially true of agricultural co-operation, for 
the' agriculturist is tbe world's greatest producer, and credit 
is the basis of production, A good banking system is therefore 
essential, and this system to be sound must be co -operative. 
Joint stock banks do not answer the purpose for their aim is 
profit not service. 

No large country has so fine a co-operative banking system 
as. Germany. At the end of 1919 it had 25 agricultural central 
banks,^ of which 24 were affiliated to the Imperial Federation, 
and one, the great Agricultural Central Co-operative Loan 
Bank, to the RaifEeisen Federation. It was ' explained in the 
last chapter' how the whole Raiffeisen . system is based upon a 
single bank operating throughout Germany. This is the bank 
just mentioned, which has its headquarters at Berlin and a 
branch wherever there is a Raiffeisen Audit Uiiion,^ The 
Imperial Federation syst^in is different and is based upon each, 
local area, -province or State as the case may be, having its own 
indepeindent central bank as well as its own Union. Thus there 
are 27 Unions and 24 central banks. For the latter a State 
bank called the Prussian Central Co-operative Bank serves as 
the apex bank at Berlin. 

37. It is evident that the Imperial, Federation system mora 

closely resembles the Indian than does the 

^J^helnaiaa System Com- j^^iffgigg^, ° Th© parallel, hoW^Ver, is far 

, from exact. We have, for instance, no apsx 
bank for the whole of India Most Indian provinoes, too, have 
both central and provincial banks. The Indian central banks- 
have usually a smaller area than the German, and the provincial 
banks a^larger. The area of the German central bank is general- 
ly a federal State or, in the case of Prussia, a province, cor- 
responding roughly in size and importance to a Commissioner's 
division. It is arguable, I think, that our central banks would 
have been better for larger areas. A further point of difference 
between the two systems is that in Germany membership of a 
central bank, though originally including many individual 
shareholders, is now almost entirely ^confined to societies. In 



• Excluding 3 special trading banks affiliated to the Raiffeisen Federation, 
•Faragraph 21 (o). 

• There are at present (1921) 13 branches. 
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1922 individual sharehlpders were legs than 7 per cent, of the whole 
compared with 76 per cent, in India. In most German central 
banks only the members of committee and of the board of supervise 
ion are admitted to membership. This is the sounder practice of 
the two, as the individual shareholder is apt to -introduce an 
element which is often the reverse of co-operative ; and as the 
control of credit becomes increasingly important, the presence 
of this element in the very centre of the organisation may 
become a source of danger. It was seen in the last chapter^ 
that banking and control, though separate in organisation, should 
be closely irterlinked. This postulates identity of aim. The 
individual shareholder may make this difficult, unless he is in a 
small minority. In the Punjab the danger is not so great as 
in some parts of India, for only 25 per cent, of the shareholders are 
individuals, but in many banks the proportion is still too high. 

38. In the Punjab, central banks are sometimes tempted 

Should Central B.uks ' ^° ^^^^%' ^^^ *^«^« ^^' ^0 far as I am aware, - 
trade ? uo fixcd policy On the subject. In Germany 

it is now an accepted principle' that a 
central bank should stick to banking and leave all trying 
to be done by a separate agricultural wholesale societyT ' This 
principle is only seriously challenged in Bavaria, where the 
old practice of combining banking and trade still survives. Com- 
bination is defended there on the ground that banking and 
trading should support each other, and that a jseparate trading 
wholesale society is likely to develop too independert and com- 
mercial a spirit. There is something to be said for this point of 
view, and the best example of it is the Bavarian Central Bank at 
Munich, the second largest Central Bank in Germany with 2,709 
members. It has a network of 117 granaries,* mostly elevators, 
and in 1919 its turnover for sale and supply amounted to over 
£900,000." It is much the largest single sale society in Ger- 
many. Its directors are strong adherents of the system of com- 
bination, but everything is done to minimise its dangers, as 
the bank has a separate department in charge o! an expert for 
each of its principal activities. 

There are two main objections to combination. Firstly, it 
is said that a bank should be run by a banker and a trading 
concern by a trader. The Bavarian Central Bank s'hows, 
however, how this objection may be met. The second objection 
has more force. Banking, it is urged, is too delicate a business 
to be combined with trade, and trade too risky to be combined 



' Paragraph 30. 
See paragraph 74. 
180 million marks. 
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■with banking. They are indeed totally different forms of busi- 
ness. They were originally combined in the Raiffeisen Central 
Bank, but separation finally came in 1911, mainly because the 
East of Germany resented the trading losses that had been 
incurred in'the West'. When ba nking and trading are combined 
the temptation to milk the bank for the latter is difficult 
to resist and is apt to lead to speculative enterprise. But where 
they are separate, a credit limit is fixed for the * wholesale ' as 
for any other society, and special security is demanded if it is 
exceeded. Outside Bavaria, with the single exception of Prank- 
iurt, separation is now the universal rule. It will be remem- 
bered from the last chapter^ that unity of policy and interest is 
secured by interlinking the local union, central bank and 
wholesale through their directorates This arrangement secures 
the advantages -of separation without the disadvantages of 
combination. In India I have little doubt that, outside the 
village, banking and trading should be kept apart. Our central 
banks mostly depend upon a single man, on whom it would* be 
unfair as well as unwise to place a double responsibility. If, 
Iiowever, ^combination is attempted, there should always be, as 
in the central bank at Munich, separate branches each with 
its own manager a-nd accounts. 

b9. The most important and difficult function of a bank is 
. the fixing .of credit, that is to say, the deter- 

("n^^TTnUmked" Lia- minatiou of the prccisc amount that it is pru- 
^iiity Societies. dcut to Icud to a particular client. A.n 

Ordinary bank dealing with all sorts and conditions of men must 
■judge each case on its merits. Eor a central bank dealing 
almost exclusively with societies scattered over a wide a^a, 
ibis is difficult if not impossible. Nor is it so necessary, as 
societies are of fixed types and in each type money is re(j[uired 
for similar purposes. It is consequently possible to make ad- 
vances according to a tolerably fixed scale. The main distinction 
is between societies f^ith limited liability and those with unlimit- 
ed. T'or the latter the method adopted by the EaifEeisen Central 
Bank, the largest central bank in Germany,' is as follows :^ 

The total value of the property of a society's members is 
d— 

(a) by the central bank on the basis of the property tax 
which every German pays, and 

> In 3 btaecIieB,-tno in Bararia aud one at .Frankfurt, seyaration hss not yet been effected. 

< Farsgraph 30. 

9 It haa over 5,000 member Bocietief. 
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(6) by the committee of tlie society according to their owa 
valuation. 

Normally the maximum amount that will be advanced to a ' 
society is limited to 10 per cent, of (a) plus 5 per cent, of any 
difference there may he between (a) and (&). This is ca,lled 
normal credit. For special reasons another 50 per cent, will be 
given. This is called abnormal credit and is subject to a slightly 
higher rsAe of interest.^ 

It will be seen that in fi.xing*these credit limits only the pro- 
perty and not the character of the members is taken into con- 
sideration ; nor is any account taken of whether the society _ is 
good or bad. - It ia assumed that a society's character is too in- 
definite to form a basis for credit. In the central bank at Bonn, 
where the same system is followed, a society's character is con- 
'iidered to the extent that before an advance is made the society'* 
last audit report is referred to, and if it is unsatisfactory and 
the society fails to set things straight, all credit is refused. The 
Bavarian Central Bank goes further. Character is carefully 
■considered and, as its manager said, " we want people to know 
that if they work well they will get more." This is the system 
followed in the Punjab and appears to me the sounder of the twa» 

Sooietie"s with limited liability are advanced up to 75 per cent- 
,zx T • •. ^ T • u.... of the total value of the liability, provided 

(6) limited Liability , . , , , , • i i i j- 

^(.cieties. that the members are considered good tor 

the full liability^ undertaken. A society 
therefore cannot give more credit by the simple process of- in- 
creasing its liability, unless it can satisfy the- bank that there is 
a sufficient backing of property behind it. This is an jjnportant 
point, for societies with limited liability in the Punjab are apt 
to think that if they want more money it is sufficient to increase 
their liability, regardless of their members' resources.' 

40. In India central banks were formed to raise the money 
_ '.. . n . , needed by impecunious village societies. In 

Functions of Central ^ J f, ,, , , 2i i j_i • 

Hanks. Germany, on the other hand, though this was 

also an important object, a principal fucc- 
tion in many cases was to distribute the surplus deposits of the 
more prosperous village banks amongst the more' needy. The 
West of Germany always had more money than it wanted, . the 
.East always too little. The one therefore ' fed the other. Since 

* The Bavarian Central Bank only allotrs up to 5 per cent, of (a) and for loans above this- 
amonnt requires special security.. 

' The Bavarian Central Bank lends up to half the amount of a society's thute capital and. 
reserve plus l-4th of the total liability undertaken by its membera. 

' Cf. paragraph 17 (o). 

e2 ■ 
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the war, however, the main f unofcion of central banks has been less 
the dispensing of credit than the absorption of deposits which have 
welled up from every part of Germany. In 1919 the 25 central 
banks had over £20,000,000^ in deposit from their 1«,000 member- 
sddeties, and loaned no more than £^ millions/ The reason 
for this has.already beeii explained.^ 

Only a -first-rate banking system could have absorbed 
such large- sums without bein{» glutted. Now that the tide is 
turning and the demand for money increasing, this immense 
reservoir of deposits will be a source of strength and a potent 
means of development. Its importance to the village bank has 
already been noted and it applies to every class of rural society, 
for central banks are the main arteries of the whole agricultural 
co-operative system. 



n 



41. Owing to the great mcrease in deposits, the proportion 

Katio of Share Capitai °^ ?^^^® ''^P^^f^ ^^^ reserve to dcposits has 
«nd Reserve to Devosits. suok in Central banks to less than.2 per cent. 

In German commercial banks it is said to be 
no more than 4 or 5 per cent.* and in English banks it is, 
I believe, much lower than before the war.^ The remedy is 
to increase share capital and reserve, and in many cases this is 
now being done, afost of the central bank authopties I con- 
sulted considered that the ratio should be not less than 10 per cent. 
To them the present state of affairs is a matter of some concern. 
But so hisfh an aizthority as Dr. Seelman, the Vice-President 
of the Raiffeisen Central Bank, saw no reason for alarm, as fluid 
resource wa& ample and a co-operative bank, owing to the con- 
fidence inspired, was in little danger of a " run." Consequently 
' he thought it unnecessary for a central bank to maintain so high 
a ratio as a commercial bank. In the circumstances, the cen- 
tral banks in the Punjab with a ratio of 24 per cent, have every 
reason to congratulate themselves on their strong position. 

42. Large as deposits are, fluid resource seems to be ample. 

- ^ Owing to the peculiar circumstances set up 

Fluid Seaouroe. - ,• ,,° .,'■. ym 11. j. • t \ 

by— the war it is dimcult to judge normal 
practice in the matter, but it was clear from my enquiries that 

> Over 4,000 million marks.' ■ 

' £oT the Raiffeisen Central Bank the figures are even more striking. 

Loans to 6,121 memhers-socities £80,000. , 

Deposits ... ... £6,000,000. 

^ Paragraph 4 (Chapter I). • 

« At the end' of 1930 for the eight largest com leroial baaks' sliire capital and reserve were 4 
iper cent, of liabilities (63,346 million marts)— See Eeonom>t, 16th July 1921. 
» In March 1921 for the five largest banks it varied from 6 to. 7i per cent. 
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^tiie recommendations of the Maclagan Committee on the sub- 
ject would not have been endorsed. Dr. Seelman considered it; 
sufficient to keep fluid 25 per cent, of the amount on deposit at 
call, as it is a well-established fact that co-operative deposits ' lie ' 
well. Another high authority thought circumstances and seasons 
too variajble for a fixed ratio to be prescribed. Much depends, 
too, on what is reckoned as fluid. In the Punjab we include 
•Government securities. This I understand is opposed to English 
banking practice, as the Bank of England would not necessarily 
lend on them in a crisis. If there is any doubt in the matter in 
India, itwouid be as well perhaps to have a definite understanding 
with the Imperial Bank. In comparing India and Germany, it 

-should be remembered that every German central bank has in its 
immediate neighbourhood one or two large commercial banks, to 
which in an emergency it can turn for assistance. Less cover 

therefore need be maintained than in India, where banks are 
forced to rely more upon themselves. 

43. I visited four central banks in Germany, but it is 

Mi,ceUar,eous point,. Unnecessary to describe -them in detail, as 

several typical instances are given by 

Mr. Cahill in his report on Agricultural Co-operation in Ger- 

anany.^ The following points, however, are worth noting : — 

(1) Dividends are usUally limited to 5 per cent. 

(2) Loans to societies are made at 4^ to 5^ per cent. As 

in the case of village banks,^ the margin between 
the borrowing and lending rates is narrow and does 
not usually exceed 1 per cent. In India the 
corresponding margin varies from IJ to 5 per cent. 

(3) Most societies dealing with a central bank have a 

cash credit account. In that case a loan will only 
be taken for a special object. 

(4) Compound interest is charged if necessary. In this 

respect the Punjab central banks are more co- 
operative than the German. 

(5) Cheques are cleared both for societies and their members. 

(6) No control is exercised over client societies. This is 

left entirely to the local audit Union.' 



> Page 14i. 

See paragraph 14 («). 

' See paragraph 30. 
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(7) All banks have managers well trained in banking. It 

is a weakness of our central banks that the paiJ 
stafp has so little knowledge of banking. The 
larger and more prosperous^banks could certainljr 
afford to employ better men than, most of them^ 
have at present. 

(8) The promissory notes of societies are not discounted. 

In Italy this is done io a considerable extent, not 
by the ordinary joint stock tanks, however, but by. 
co-operative or aemi-co-operaitive' banks. 

44. Before leaving German central banks the question of 

The Apex Bank. *^ ^P^^ "'^^'^ must be discussed. All banks 

require support. In England the large joint 
stock banks look to the Bank of England. In Germany the 
Schulze-Delitzsch banks have made a special arrangement with 
the Dresden Bank, one of the five great commercial banks in 
Germany, The 24 central banks affiliated to the Imperial 
Federation find their apex bank in the Prussian Co-operative- 
Central Bank which is a State bank. The Raifi'eisen Central 
Bank used to deal with*it too, but a difference of opinion, com- 
bined with the natural reluctance of a RaifEeisen society to accept 
support from Government, led to the transference of its custom. 
to the Dresden Bank. In India an apex bank will ultimately 
be required, but opinion is divided as to the form it should take. 
The experience of Germany may therefore be of value. 

45. Though I visited the Trussian Central Co-operative 
_. ^ . „ , , „ Bank at Berlin, I do not propose to de- 

The PiuBsiau Ceucral Co- ., ., . ■, j •-, A • i i i 

operative Bani. scribe it ju any detail as this has already 

been done elsewhere^ A few .points, hoW' 
ever, may be of interest. £750,000' or all but a small fraction 
of its capital is supplied by the Prussian Government, and though 
the bank has an independent legal status it is in efPfect a St^te 
bank, and all its 400 officials are Government servants. Pifty- 
thrpe* ctentral banks' and associations embracing over 15,' 00 co- 
operfeitive societies and If million co-operators deal with it, 
and in addition about 30 wholesale societies. Its deposits total 
£2,000,000 and almost the same amount is invested in Treasury 
bills and bills of .exchange. These figures sufficiently indicate 
the extent of its business and its great importance to the co- 
operative movement. 

Unlike the Bank of Prance, which is bound by an agree- 
ment with Government to make large advances to co-operative 

*Seefoitnote to paragraph 48. 

>Wolff People't Bank; and Cahill, 

>150 million marks. / 

<30 are :nral., embracing 18,971 societies andl} million members. 
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sooieties at nominal rates, the Prussian Bank, with T think- 
greater wisdom, charges 5 to 7 per cent, for its loans. On the- 
other hand to any one seeking an argument in favour of co-opera- 
tive management, it is significant that the maximum rate of the 
RaifEeisen Central Bank is only 5 per cent. In spite of its com- 
paratively high rates the Prussian Bank has 'unquestionably 
stimulated growth, just as, to compare small . things with great,, 
the rapid progress of the last three years in the Punjab is largely 
owing to the financial assistance so lavishly given by the more 
prosperous central banks. In the earlier days of the movement, 
when it was still financially weak, many societies had little 
security to ofEer beyond the liability undertaken by their mem- 
. bers. , As this was a form of security that the commercial banks 
did not understand, the Prussian Bank was. founded in 1893 ta 
fill the gap. Por all societies requiring financial support it has 
cerfainly answered its purpose, but now that the German Gov- 
ernment is in financial straits the danger of relying upon it is 
apparent. It is accordingly suggested that it should be amalga- 
mated wi.h the Raiffeisen Central Bank. If this is done Co- 
operation in Germany will secure an almost ideal apex bank, 

46. Meanwhile, even in the ranks of the Imperial 
n •*• • i! ex i T, , Federation, I found no great enthusiasm 

Criticism of a state Bank. „ n, , -i ■, -n oi ^ -j^i i 

tor a State^ bank. It was ireely admitted 
that financial support from Government should only be taken 
from necessity, that a State bank tends to be rigid and bureau- 
cratic, and that it is liable to interferr> in co-opera' ive matters 
that ifc does not understand. The further criticism is also 
m^e that Government officials cannot have a real co-operative 
feeling*, and that they l-ick sympatliy with the smaller folk 
who are the rank and file of the movement. The criticism 
is, I think, just. It is not that GovernmeLt oflBcials are con- 
stitutionally incapable of understanding Co-operation — India is 
conclusive evidence to the contrary — ^but ignorance of what it-, 
means is profound, and some training is necessary before its 
objects and methods can be appreciated. Nor is the co-operative- 
spirit likely to flourit?h in an atmosphere which is not saturated 
with Co-operatiOn. This could hardly be found in a State bank. 
In Germany it is secured by bringing Union, Central Bank and 
Wholesale together undef the same roof, an excellent arrange- 
ment which should always be adopted in India. 

47. So far as a State bank for India is concerned, it is- 
unnecessary at present to express a de- 

^_The Apex Bank for In- finite opiuion. The experience of Germany" 
shows that there is much to be said- 

against it. The experience of Italy, as will be seen in a moment^ 
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IS even more unfavourable, The alternative of pealing with a 
^oint stock bank is also open to objection, for capitalism is 'the 
"basis of all joint stock enterprise, and Co-op eration and capitalism 
do not speak the same language. A possible solution, perhaps, 
would be to hare a co-operative apex bank for the whole of India 
:and to link it, under Government control, to the Imperial Bank. 

48. In finance as in general organisation Italy is in sharp 
j^.j, contrast to Germany. There are no points 

on which the German systpm is stronger or 
i;he Italian weaker. It has already been observed that progress 
in Italy has- been brought to a partial standstill for want of a 
good central banking system.^ Central banks in either the 
<3erman or the Indian sense do not exist. The Socialists ; 
founded a bank in 1904 which now mainly confines ^self to the ' 
district of Milan,^ and the Catholics have recently (1919) started 
the Bank of Labour and Co-operation to finance their societies 
throughout Italy. It is too soon yet to judge this stripling bank, 
hut it has made a vigorous start.' There are many other co- 
operative or semi-co-operative banks scattered over Northern and 
Central Italy such as . the well-known People's banks, which 
assist co-operative societies in their neighbourhood ; but there is 
nothing at all corresponding to the German central banks which, 
like a good canal system, make it possible for money to flow 
wherever it is needed. One small but significant consequence of 
this is thatj whereas no German village bank charges its members 
more than 6 per cent, for a loan, in Italy- the rate may be as 
Tiigh as 8. or 8| per cent., though the commercial rates in both 
countries are appro yrflately the same. 

49. To fill the gap a bank called the 'National Institute 
^u XT .. , T X.. ^ J- of Credit ' was founded in Rome in 1913 to 

' The National Institute of /, ,i i i ■• / 

Credit. finance the whole co-operative movement 

(a) Its finance. irrespectiv-c of party. - Though technically 

not a State bank, it is subject to close Government control and 

four-fifths of its funds are supplied by the State It is significant 

^ See paragraphs 6 and 21. 

'The Institute of Credit, not to be oonfonnded with the National Institute of Credit de- 
scribed below. The Socialist Federation novr proposes to convert it into a national, as opposed to 
a district, bank to finance the whole of their movement throughout Italy. It would then become 
"la Cassa delle organizzazioni proletarie " — see La Cooperaaions Italians, dated 2Sth February 
1921. 

'It is nota co-operative society in law, but it claims'to lie one in aim .and spirit irnd has 
limited its dividend accordingly. Its h*;idquarter3 are at Milan and it has five branches includitig 
Borne, which is the headquarters of its legal department. At present (.fanuary 1921) it hai 
X)njy 55 shareholders, ti»z. — 17 co-operative audit Unions and 38 miscellaneous banH of which 
odijkhalf are co-operative societies. Its capital is 6 million lire (about £75,000), and so far 
deposits only total half that snm, which shows that it has still to secure public confidence. 
Money is raised by getting societies' promissory notes discounted either by its shareholder banks or 
t)y the National Institute of Credit. In this way the. ,bank was able to advance about 60 million 
aire (£760,000) its first year. 
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"that its deposits last December (1920) amounted to less thau 
£400,000.^ It is now proposed that Q-overament should provide in. 
-all £2| mi lions of capital, in which case the ' Institute ' will be 
not unlike the Prassian Central Bank at Berlin.^ But, whereas 
the latter lends only on approved security, the 'Institute' 
frequently lends on what most banks would not regard as securi- 
ty a£ all. Loans are made to consumers societies on stock which 
is constantly changing hands, to co-operative farms on crops 
and cattle which may be here to-day and gone to-morroW, and 
to Labour societies on the moral guarantee of their members. 
A good instance of the latter" is a loan of £l25,00o*to a co^ 
operative Union (consorzio) of Labour societies in the first year of 
its existence. The Catholic bank works on the same principles 
which are adequately summed up in the remark of one of its 
officials that the basis of credit is * need not security.' The 
remark chrows a flood of light upon the rapid development of 
co-operation in Italy since the war * 

It must not of course be supposed that all loans are made on 
security so slender as that described. At 
(i) MhMii.neoas aotivi- the same time a considerable propoi^tion 
seemed to rest upon what was little better 
than a moral guarantee. In a good society no security could be 
better, but, on the other hand, no security is more difficult to 
judge. Consequently both the 'N'ational Institute' and the 
Catholic bank are obliged to employ a touring staff to inspect 
and, if necessary, audit their client societies. Engineers and 
agricultural experts are also maintained to assist and report on 
Labour societies. Training classes are held for co-operators, and 
the Catholic bank also does propaganda ;. all of which is very 
far removed from the practice of the German central banks 
which, as we have seen, leave all control to the audit Union. 
In Italy the Unions are mostly of such recent growth that com- 
plete dependence cannot be pl9,ced upon them. Inspection and 
control are therefore duplicated, adding to the tangle of conflict- 
ing method and organisation prevailing in Italy. 

^ Viz., 29 million lire. 

a The ' Institute ' hai now been recoustituted with 15 Directors consisting of 5 Governmeut 
«£cials, 6 co-opcratora and 5 representatives of the banking institutioas that have contribated to 
the capital cf the Bank, The Go ernment officials are appoioted by the Ministries of Labour 
Indastry and Agricaltore, and by the TreBBury. In the Oirecorate the three forces oJ Govern- 
ment, Co-operation and Capital are all equally represented, and none will be able t} dominate 
'the others. As boTever Government is to snbscribe the balk of the capital, it will have the right 
of nominating the president and th ! two vice-presidents, and the appaiutm-eut of the Director- 
General will also be subject to its approval. In ouatries where the apox bink has to be 
financed by Government the new constitution has much to recommend it. Li Co-operazione 
Italiana, 23rd September 1921. 
'10 million lire. 

'In 1919 the Institute financed^ directly or indirectly, 5,370 co-operative societies, inclading 
-2,621 consnmers' societies and 1,227 societies of Production and Labour. 
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If the question of a State bank for India were to be decided 
by the example of Italy, the answer would 
Bank. "° ™'"* " " ^''"^^ b^ unhesitatingly in the negative. Before 
the • National Institute ' was founded Gov- 
ern ment gave little assistance to Co-operation. Now it has 
become the one financial source upon which every branch of the 
raovemej;it, except the People's banks and the rural credit socie- 
ties, has learnt to dtpend. With its 25 branches and its large 
supplies of Government money, it promised to give Co-operation 
in Italy the financial canal system it lacked. Hundreds of new 
societies sprang up, so to speak, all along its canal banks and 
ploughed up their land in expectation of an almost limitless 
stipply of financial assistance And now, owing to a half empty 
public exctequer, the canal has siiddenly run dry. The danger 
of financial dependence upon government, which has already 
been noted in the case of Germany, could hardly find a more 
striking illustration. At an important conference of Socialist 
co-operative societies held at Milan last January (1921) 
to consider the situation, it was stated that Government 
had/ declared its inability to act any longer as banker to 
the co-operative movement. By one delegate this" change 
of policy was characterised as ' a direct challenge to Lahour.'^ 
Another speaker demanded a law compelling savings banks 
to invest part of their deposits in financing co-operative Labour 
societies. A third claimed financial assistance from Govern- 
ment not as a privilege, but as a right. It was finally decided, 
firstly, that Government should again be approached, secondly, 
that at the same time the Socialist party in Parliament should be 
asked to apply political. pressure, and thirdly, that the possibility of 
founding a bank for Co-operation and Labour should be examined. 
Something of course must be allowed for the natural warmth cf the 
Southern temperament, but the conference illustrates two impor- 
tant point's. In the first place it^hows that indiscriminate State 
help is demoralising, and secondly, that the only alternative to it 
is self-help. If the suggested bank for Co-bperation and Labour 
is founded, a step will have been* taken in the right direc- 
tion. 

50. Under the bracing influence of Mr. Henry Wolff's 

teaching it had become an accepted princi- 

?*f *iM^' a P P^® ^^ India that State aid fty loan or grant 

a y an ranee. ghould be cs'chewed. Recently, however, 

there have been signs of a change of attitude. It is partly 

, • — ' —r 

* ' Una Tera prbiocazloLe del movimento (peraio,* 



/61 

reaction from too great insistence on a principle which cannot 
be accepted without reservation ; partly the missionary zeal 
of enthusiasts impatient to spread the gospel of Co-operation, 
if necessary with the help of charity; and partly the influence 
of Erance and Italy which have made lavish use of public money, 
the one to support, if not to protect, its key industry of agriculture, 
and the other to apply a sedative to the agricultural and 
industrial ferment caused by the war. There can be no question 
that Italy is a warning rather than an example. The conference 
just described shows the bad effects of spoon-feeding. Socie- 
ties have multiplied so fast that Italians themselves are nervous. 
Even the Director-!3eneral of the National Institute recently 
had to warn his country mep. that they were heading straight 
towards State Co-operation ; and he begged them to give up 
the madn ss of believing that real Go-operation could he spread 
simply by Government loan. ' I think with grief ' he says ' of 
all that Co-operation . . made without a half penny of capital . . . 
which expects to achieve e^ryfching on endless credit. I behold 
too with terror the swarm of co-operative stores which for ], 000 
lire of capital expect 100,000 on loan, and which at the. first 
shock miist melt away, having neither discipline nor principle 
and whose sole object is a little more sugar, and a little more 
macaroni in spite of the cheap food coupons." The example of 
Prance is hardly more encourging. In a recent report we are 
told that the ' rural credit societies have no independent life of 
their own ' ^d that ' the qredit movement has done little or 
nothing to encourage those moral qualities . . . which have been 
stimulated by the B/aift'eisen method in Ges-many,' and even con- 
sumers societies are said to have been given loans that they could 
probably have done without.^ 

* T.ast year thanks to Governmont subsidy bread was being sold far belov cost pnce. 

The passage qaoted is taken from Arturo Campini's La Oaiila Del Oooperatore, page 19. 
It is significant that even the leading Socialist co-operatire organ in aanonnciag the ne«r consti- 
tution of the National Institute descrilbed above admits that ' this form of State or semi-State 
Co-operation is not in accordance with tha principles of Co-operation, which in the most progres- 
sive countries -considers itself obliged to provide for its own needs by the ssivings and the sacrifices 
Ol its members. — La Co-operazioua Haliana, 23rd September 1921, ' 

3 Kothfeld. Impressioni of tha Co-operative Movement in France and Italy, pages 15 25 
and 35. 

In Ireland the only societies that have received State assistance, e «., Idana at a<Iaw 
rate of interest, are the credit societies, and these are the only societies that are laoo'nish- 
jng. There are doubtless several rea3on3 for this, bajb one of them is that thanks to "these 
Government loans their growth at one time was too rapid. — See Economic Journal, volume XXVII 
page 361. 

\ • 



The ease of pro-wnr Russia may also be cited. " The Russian Credit Co-operation " we 
read " is almost entirely tlie foster child of the Russian Government. .... The peasant 
do not take much interest in these associations, :which are only regarded as a means of obtaininir 
jBloaa.''— 3aba)£E. — The Go-operatite Moeement ta iiH^sta, pages;51 and 53, 
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After this it is interesting, if not refreshing, to turn to the- 
(i) Germany. ' experience of Germany. AH German 

authorities are agreed that self-help is the- 
Tery essence of the movement, and the school of thought, repre- 
sented by the Ekiffeisen Federation believes this with such con- 
viction that it will allow no compromise at all. The other school,- 
repres.ented in agricultural Co-operation by the-Imperial Eedera- 
tion, while accepting the Raiffeisen principle in theory, modifies 
it in practice Its whole banking system pivots on a State bank 
at Berlin, and most of its Unions before the war accepted assist- 
ance from Government. New types of co-operative effort, too,, 
have frequently been launched with the help of Government 
loan or grant. The granaries of Saxony, Pomerania and Bavaria 
are a good instance of this.^ In Bavaria this form of assistance 
has been carried further th&,n in any other part of Germany- 
Not only its granaries but its dairies and electricity societies, 
and the organisation of land credit owe much to State aid. 

It is impossible not to admire tMe austere attitude adopted 

by the Eaiffeisen Federation. It represents an ideal which we 

cannot bear too closely in. mind, however unattainable for the 

. moment in practice. It is also impossible to endorse without 

reservation the former policy of the Imperial Federation. We 

have seen that the Federation itself is less inclined than it was, 

hefore the war, to depend upon a State bank. Moreover, it is 

well known that a large amountof public money was wasted on 

granaries that ultimately failed. Further, recent experifence ha» 

shown that great progress can be made even when State aid is 

no longer given. In two years (1919-20) 10,000^ societies have 

been started. In one field State aid is still freely given. New 

house-building societies are being heavily subsidised and the 

result, though on a smaller scale, is precisely' the same as in. 

Italy .^ Societies are springing up like mushrooms. Many 

'have no chance of success and all are started in a hurry. Lavish 

public grants in fact are a mistake. They produce the same 

effect that largesse produces upon a crowd. • . ^ 

In Gerrnany Co-operation has now attained its majority and' 

no longer needs support. In Indik it is still 

^"^ " '^' in its minority. Official control is therefore a 

necessity, and the country is so vast and its population relatively 

so poor, that large assistance is required for organisation and 

development. Moreover, new forms of co-operative effort are 



■» The Prussian Goverjimeut aUotted.JB250,000 ia 1896 and 1897 to the buildiilg of 33^ 
granaries. ' 

» The net increase is much lesi owing to liquidations and loss of territory, see Introduction,, 
paragraph 2, foot-uott. ^ 

' See paragraph 120. 



63 

being tried, and experiments requiring substantial capital haver- 
to be made. In the kindred field of agriculture experimental 
farnis are maintained at Government expense. Tn Co-operation 
experiments can only'be made with living societies. If in the- 
one case public expenditure is justified, it is equally justifiable 
in the other. Co-operative granaries, land mortgage banks, house 
building and electricity societies are cases in point. But I 
venture tentatively to lay down three conditions of financial 
assistance : — 

(1) A reasotiable^rate should be ohargedTfor loans, other- 

wise the experiment jtrill not be fair. Cheap loans, 
too, are apt to be wasted. 

(2) To mitigate any pauperising effect, help should if- 

possible be given through a central bank rather than, 
to a primary society direct. 

(3) Only experiments should be assisted, and once the 

experimental stage is passed no further help should > 
be given. 

Finally, it may be said tjiat the more assistance Government 
gives to organisation and development, the less it should give to 
the purely business side of the movement. In a country like 
India the principle of self-help cannot be too jealousy guarded.^ 

An aspect of State aid fhat cannot be entirely ignored is the 
danger of political ' log-]*olling.' We have 
wit^PduS' °^ ''°"""'''''° seen how it was decided at the Socialist Con- 
ference in Milan to bring political pressure 
to bear upon Government through the Socialist party in 
Parliament. Co-operation in Europe is more and more being- 
drawn into the whirlpool of politics This dangei-ous tendency has 
already been discussed.^ Meanwhile it is sufficient to say that 
when Co-operation and politics are allied, State aid may only too 
easily become a lever of party politics. India has, I trust, nothing 
to fear from this at present, but forewarned is forearmed. 

* It U worth noting that in Denmark, where agricultnral Co-operation has prohably beea-- 
carried to a higljer pitch than in any other conntry except Germany, hardly any State aid has been- 
given. 

Introduction, paragraph 11. ' , ■-- 
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CHAPTER IV.— Supply and Sale Societies in Germany,^ 

51. It is now a truism of rural eoonomies that for the 
^ ^ ^ >, V small holder Co-operation is a necessity. 

upp y v-ocie 10 . Without it he has to buy all he needs for 

"his industry at retail prices and sell all he produces at wholesale. 
On such lines no modern industry could prosper for a day, and 
.-agriculture is no exception. This Germany began to discover 40 
years ago, for she is only less a country of small proprietors than 
the Punjab. 48 per cent, of her holdings are less than 50 acres 
and in many large tracts the percentage is much higher. This 
explains why. the co-operative supply of agriop.jtiiral require- 
ments is so widely developed. In 1914 the value of the 
. goods supplied through the agricultural wholesale societies of 
the Imperial- Federation alone amounted' to over £10,000,000. 
If, at a moderate estimate, we assume a 10 per cent, 
saving due to co-operative organisation, the benefit to agri- 
culture on this single account amounts to £1,000.000. Since 
the war, owing to the phenomenal rise^ in prices, 'supply and 
sale ' societies, as they are called, have multiplied in hundreds. 
588 were started last year, and there are now (April 1921) 
^ver 4,000 societies. In addition 80 to 90 per cent, of: nearly 
19,000 rural credit societies do '.supply.'^ The importance of 
"the subject is therefore evident. 

52. The Supply and Sale Society may have either limited 

' or unlimited liability, Ihe "former is in- 

F^rm an ■one lone. orcasingly adopted, but 40 per ■ cent, still 

have the latter, and every month sees a feV more added to their 

' number. There can be little doubt, th ough, that for a trading 
society limited liability is better, and it is^ now universally re- 
commended. Ii) size the Supply Society ten^s to be a little 

; larger than the village bank. Figures for over 2,000 societies 
in'19l8 gave an average of 114 members, and the same figures 

.showed that 75 per cent, of the working capital was borrowed. 
The principal articles supplied are manures, feeding stuffs and 
coal. Seed and machines are also important heads. Since the 
war, textiles and household necessaries, such as shoes, have come 
to be inelucle^, but groceries and provisions are still generally 
left to the local shopkeeper. Unlike Italy and Ireland, busi- 
ness is mainly wholesale and the co-operative village shop is 
rare, for political purposes it was not desired to oust the 

»A supply Booiely is a eoaiety for the supply to its members of their prafeeaional repair*" 
ments, i.e., all articles leqaired for the carrying on of their industry or trade. It mussbe dis- 
/tiognished from a store whose main object is the lupply of honsehold requirements, e^., food 
^nd clothes. 

'See Chaptei I, pkragraph 9. 



-retail trader, whose &ttJ)port was needed by the party to which 
the bulk of the peasant proprietors belonged ; nor was it neces- 
sary, as compietitibn has prevented the exploitation of the vil- 
lager so common in India. On the T7hole, the system followed 
is not unlike ours in the Punjab, though the business done is 
infinitely greater. A main reason for the latter is that German 
agriculture is far more advanced. There is nothing that illus- 
trates this better than manures. In 1919 nearly 1| million tons 
were supplied through co-operative wholesale societies, whereas 
in the Punjab I doubt if a single ton was bought. 

53. The methods of supply societies are probably much 

The System. ^^^ Same everywhere. Goods are supplied 

at the lowest possible price and no rebate 

(a) Credit. . . ti £ j.i. i, j 

IS given. Before the war. when prices were 
lower, the contrary practice of market rate and rebate was often 
followed, and a few of the larger societies follow it still, charg- 
ing, however, something less than the market rate. But with 
most societies the main object is to reduce the overwhelming 
rise in price. Credit is freely given. Audit Unions opposa it, 
but in agricultural supply it is inevitable, and all that can be 
done is to restrict it. In Bavaria it is commonly allowed till 
the end of the year, but after a short period of grace interest is 
charged. Prices are slightly reduced for cash. Before the war 
cash payments were rare, but now that money is more abundant 
and demand exceeds supply, it is easier for societies to insist 
upon cash. The Imperial Federation .opposes credit for more 
than 6 months, and considers that for a longer period a loan 
should be obtained from the local village bank. 

Another point in which some indulgence is unavoidable is in 

regard to non-members. In principle deal- 

(j) Dealings witii non- ijjgg y^^^^ non-mcmbers are not allowed, but 

members. ..9 . . , , • i , . ■ r 

it IS a principle subject to exception. In one 
society visited 25 per cent^. 6f the whole business was done with 
them. But this is unusual, and, as a rule, only surplus stock is 
sold. A tax, which is imposed upon societies dealing habitually 
with non-members, acts as a useful check. 

Various methods of ordering goods are followed. In two 
/ ^ -r,. T J i o * societies I inspected in the vineyard coun- 

(c) The Indent System. j!j.i.iirn Ji r. 

try of the Moselle an orderly or chaprasst 
goes round to'oollect orders, and when the goods arrive he is sent 
out again to proclaim the fact with voice and bell. Members then 
flock to the local stiation, and goods are cleared at once and paid 
for when their wine is sold. Tbis is certainly the best system for 
.the small society. In some societies indents are only taken when 

r 
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prices are exceptionally high. In others, and this is probably 
the commonest practice, goods are ordered at the discretion of 
the committee. In one society's store I saw ^^inaold a large 
consignment of nicotine, which had been ordered for treating 
the vines against fungus growth. The president ^ admitted a 
little ruefully that it had been ordered by the committee on 
their own responsibility, and that members refused to take it 
as it was too dear. The result was a loss of £126^ to the- 
society. It might be supposed that this is a warning to order 
only upon indent. In a neighbouring Society, howeyer, I found, 
precisely the same thing had happened, only in this case the- 
nicotine had been ordered upon indent. In spite of thi& 
members refused to take it. The president admitted 
that techiiically they could be held to their indents, 
• but ' he added, ' it will only make bad blood and there ha& 
been war enough without bringing it into our society.' In 
yet a third society I came across more unsold nicotine. It was: 
evident that the neighbourhood had had an experience simi- 
lar to ours over ' jowar ' seed in 1919, which shows that even the- 
smaller problems of Co-operation do not differ much East • and 
West. 

54i. An actual society will now be described. I select a 
<5aie ^®C6^^ °^^ ^s ^* shows the latest type. Ten 
pociety.*" ^^^ "^ "° ''^ ' miles from Bonn is the village of Sechtem 
with 1,350 inhabitants. Most of them own. 
an acre or two of land which is sufficient to support them and 
their families, as they ^<fork and produce vegetables without 
ceasing. The local landlord is like a trout amongst the minnows,, 
and with his motor tractor cultivates his 600 acres on the 
most approved principles, a good example of what the large 
proprietor can do for the small when the two live in amity 
side by side. In 1919, when prices soared, he formed a supply 
and sale society and became its first president. Before the 
year was out two-thirds of the parish had joined, and now there- 
are 160 members. Each takes a single share of 50 marks^ on 
which there is a liability of 500. On the strength of this^ 
the local central bank has given the society a cash credifr 
account of £500. Goods are supplied at cost plus 2 to 5 
percent, for expenses, and so good a start was made that for 
the fi.rst half year the turnover was nearly £1,000. Seed and 
manures, shoes, stockings and tobaccOi^ candles, margarine and 
herrings are the chief things supplied. * Supply ' and distri- 
bution are combined, and it looks as if the society would end 
in a shop. As it is, the groceries and smaller articles are kept 

> 2c,000 marks. 

' Now worth about 6 shillinga. 
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in a room rented in a local shop and, by a curious arrangement 
which appears to answer, the shopkeeper sells the goods and 
is paid 2 per cent, on the turnover. As is so often the case in the 
Punjab, the heavier goods are stored in the president's house. 
When the demand is uncertain, goods are ordered on members * 
indent, no price however being named ; otherwise the committee 
decides. Merftbers are allowed credit, but after a month's 
grace S per- cent,, has to be paid. In larger societies credit limits 
are fixed, but in this one, as every member is well known to 
the committee, each case is decided on its merits. Sureties are 
only taken in doubtful cases. 

In addition to •■ supply ' members' fruit and vegetables are 
bought and sold. 24 different kinds have been handled. For 
produce of poor quality a little less than the fixed price is 
paid. Otherwise Iheve is no attempt at classification. A. 
special man is employed for sale. The first had to be dismissed 
for' dealing with, members on his own account. The latter are- 
not obliged to sell through the society. Sale has been greatly 
facilitated by a large contract for vegetables with a munici- 
pality 100 miles away. £30 of the profit was returned to 
members in proportion to produce delivered, and £5 was 
subscribed to a local school. On one occasion the society to 
obtain manure had to supply potatoes in exchange. • So do 
hunger and necessity lead us back to barter. The president says- 
that the society has lowered cost by 20 per cent, and given 
members 10 per cent, more for their produce. The local shop- 
keepers, too, can no longer charge as they please. An irrelevant 
but interesting point is that the president has recently lost 
23 head of cattle from foot and mouth disease, which shows that 
India has no monopoly of this kind of misfortune. But there 
is one great difference. The president's cattle werej. all 
insured. 

55. Before we leave the subject of supply societies a few 
„ .. „. , points taken from the model by-laws of 

Miscellaneous Pomts. 1"^^^ ^^^^ ^^^j^ jj^^^ ^^^ ^^^^^ noting- 

(o) Goods may not be transferred. This is a useful 
rule as members have sometimes been tempted in 
the Punjab, and probably in other parts of India,, 
to dispose of their goods to non-members at a higher 
price. 

(6) Members whose business competes with that of the 
society cannot be on the committee. 

(c) All profit must be carried to reserve till the latter 
amounts to £100.^ 



' 20,000 marks. 
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(d) When a society haa a warehouse or other premises 
requiring an outlay of capital, withdrawal from it \a 
subject to 2 years' notice, otherwise to 6 monthsr 

(e) All credit accounts must be secured. We have seen 

that at Sechtem security was only taken in doubtful 
cases. 
A further point is the importance of regular stock-taking. 
This is invariably done at the end of the year by the committee 
and the board of supervision acting together. Audit Unions 
would like to see it done twice a year, but few societies are 
equal to this. A further check is made by the auditor, but 
unless there is something obviously wrong, this is more a 
matter of accounts than of actual check aad weighment of 
goods. The two committees on the other hand are supposed to 
count and weigh everything. In India this very necessary 
precaution should never be neglected. 

56. In the chapter on federations it was 'said that, when 

_^ , , a society is formed, it is affiliated to a local 

sJST"'^ Audit Union, a Central Bank and an Agri- 

cultural Wholesale Society. In India the 
same procedure is followed in regard to IJnion and Central 
Bank, but the 'Wholesale' is unfortunately lacking. This is 
the cardinal difference between the two countries in the matter 
of, sale arid supply. At the beginning of 1920 Germany had 
30^ agricultural wholesale societies and in addition, as we have 
seen, two central banks with wholesale departments. ^ The im- 
portance of this difference is obvious. It means that in Germany 
the inexperienced village society is not dependent upon the 
uncertain knowledge and experience of its president, manager 
or secretary for either purchase or sale. It means, too, that it 
secures the full advantage of the most expert and wholesale 
buying. In trade even more than in banking large scale 
business pays. In India supply and sale must remain com- 
paratively insignificant till the ' Wholesale ' is established. 
It is therefore matter for regret that the first experiment 
recently made at Bombay proved a failure- In further experi- 
ments it should be remembered that a proper business equip- 
ment is essential. Co-operative banks may achieve success 
without it, as in India at least they have only to reckon with 
the isolated moneylender. A ' Wholesale ' is different. It has 
to compete on equal terms, and at first with far less experience, 
against all the resources of the highly organised middleman. 
The success of the German societies is largely due to the faet 
that no expense or effort has been spared in their equipment. 

-» »22 affiliated to' the Imperial Federation and 8 to tte Raiffeisen. 

sParagraph 88, 
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I his is particularly evident in their managers, who are all. trained 
men -of business and of a type that may, I fear, be difficult at 
first to find in India. 

57. For finance a wholesale society depends mainly upon 
Thir Finance the local Central bank, which allows it a 

cash credit account up to^a definite limit, 
the amount of which is based upon the value of the liability 
undertaken by its member societies. If this is not sufficient, 
good security must be provided. A well run society does its 
best to reduce borrowing by giving as little credit as possible. 
The simplest method, where a client society cannot pay cash, i& 
to have an arrangement with the lotjal central bank, by which 
the society's cash credit account can be debited with bills in- 
curred, up to the limit of the account. But if a society has 
no account and it& liability is unlimited, the total value ■ of its 
members ' property is ascertained, and credit \ is allowed up to 
10 or 15 per cent, of the amount. This at least is the method 
followed by the • Wholesale ' at Coblenz. 

58. As further experiments must sooner or later be made 

The Agrcnltnxal .Whole- ^^' ^^J^^' ?""^« ^S°0"^<^ °f *^i« '. ^?°\«^H® ' 

aaie ' at Coblenz. may be giveu. it was tormed in 1919 by 

an amalgamation of the three ' Wholesales * 
in the Rhine Province, and is a good example of the tendency 
of the Imperial and Raiffeisen organisations! to draw closer 
together, as two of the 'Wholesales' belonged to the former 
and the third to the latter. The new society now operates 
throughout the Rhineland, a province with about 7 million 
inhabitaifts. Its paid-up capital of £5,000^^ is divided into 
1,000 £5 shares which carry no further liability. Dividend 
is limited to 5 per cent. Any further surplus is distributed 
by way of rebate which the first year amounted to half per cent. 
This cannot be large as an average of only 3 per cent, is added 
to cost price. So far as possible, societies are supplied with 
goods direct from the source. Articles which cannot be ordered 
in sufficient bulk are stored in local warehouses of which there 
are 15 in different parts of the province. Goods in constant 
demand are kept in -stock, otherwise the indent system is 
generally followed. Societies are not obliged to order their 
goods through the Wholesale. The manager thought this a 
mistake, as there was nothing to prevent societies running up 
accounts elsewhere, a practice likely to prove embarrassing 
where credit has to be given and a limit fixed. The extent to 
which credit is allowed has already been described. Six per 
cent, is charged on accounts not cleared within a fortnight. 

* One million marks. 

i2 



70 

In J.919 goods to the value of £500,000 were supplied, but 
5 to 10 per cent, of this was on account of non-members, who 
are allowed to deal with the local warehouse though at a higher 
rate. Produce, notably potatoes, is sold for members of affi- 
liated societies. This is done if necessary, in co-operation with 
other provincial 'Wholesales'. The produce to be sold is 
concentrated in the local warehouse, and sale is effected at 
headquarters. The executive committee of the society consists 
of the managers of its four different departments. There is the 
usual board of supervision, and once a year a general meeting 
is held in conjuction with the central bank. The president of 
the society is also president of the local Eaiffeisen Union 
and manager of the centr>il bank. In this way the triple 
organisation of banking, trading and control is welded into a 
single whole. 

59. Whereas the Raiffeisen wholesale societies have 
* Central OrgMisation. Combined to form an apex 'Wholesale' 

at Berlin, the other 'Wholesales' have 
only an Information Bureau, Though the latter has no funds 
of its own, it makes occasional purchases when unusually good 
bargains are to be had. This can be done as firms usually allow 
2 or 3 weeks' credit, and the goods are disposed of at 
once, for obvious reasons it is not an example to be 
followed. 

60. 1 come now to eo-operatiVe sale. It is proverbially 
sa'e Societies. ^^^ '^^^^ difficult form of agricultural Co- 

(o) Their extent. Operation, and only where orgjanisation 

is good and co-operative spirit strong 
oan it be safely attempted. This is the experience of Germany 
as of eYery other country. Before the war co-operative 
sale was developing fast: In 1914 the sale of grain and 
potatoes ran to six or seven million pounds. ' Since the war 
State control has had a throttling effect, as co-operator and non- 
co-operator have had to be treated alike. Even so,- in 1919, 
1,400,000 tons of grain and potatoes were sold. A more serious 
difficulty is that sale is now easy, demand far exceeding supply. 
Before the war markets were overstocked and Oo-operation was 
almost a necessity. Co-operation is rooted in necessity, and 
when the latter no longer exists interest and effort slacken. In 
a village visited near the Rhine the wives of the local market 
gardeners, like the Arain women of Jullundur, used to go daily 
20 miles to Cologne and had to stop there the night in order to 
be up with the dawn for the morning's market. A society was 
started, and they could all stay at home. Now, howevec, that 

^The figure for the Imperial Federation Wholesales was alone nearly £6,000,000. 
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vegetables are scarce, the purchaser comes humbly to the village 
instead of staying superciliously in the town. The change is 
■excellent for the cultivator, but bad for the society which is 
-going downhill. 

A clear need is therefore essential, but it is not sufficient. 

'^^^^^ must be good management as well. 
manageS' """^ ° ^*"' The importance of this, already stressed in 

connection with supply, cannot be exagger- 
a,ted. An American authority, writing of co-operative sale, 
•states that nothing has done so much harm as ' low-salaried, 
inexperienced and incompetent managers. '^ In Germany, 
too, good managers have been a difficulty. Many granary 
societies have come to grief because the inexperienced local 
man was preferred to the trained man of business.^ And where 
good men have been appointed, they have too" often been under- 
paid and consequently tempted to go elsewhere. Germany being 
one of the most honest of countries dishonesty is rare, though 
^s we have seen* not unknown. 

A further point to be emphasised is loyalty. All are agreed 

(o) Com uisor de r *^^* ^^ ^^ ^^^^^ *° succcss, but authorities 
-with the°SM'iety7 *" '"^ differ as to how it can be secured. 

Some would have a by-law obliging mem- 
bers under penalty to deal exclusively with the society. Others 
oppose this as inimical to harmony and goodwill, nor do they 
believe it could be enforced. A third school would have the by- 
law as a reminder 'of obligation and as a weapon to be used in 
ihe last resort. The highest authorities are on the whole in 
favour of compulsion. But most of the men on the spot are 
agreed that, by-law or no by-law, no power on earth can 
force the peasant against his will. Many societies have a by- 
law but, outside the vine-growers societies, I did not meet a 
single manager or president who had a*^tempted to enforce it. 
Good business methods, fair dealing and attractive prices are, 
it is said, the only passport to a member's custom. In Bavaria, 
where Jhe co-operative sale of grain is carried further than in 
any other part of Germany, compulsion is now considered impos- 
sible, (jreameries are a partial exception. The RaifEeisen socie- 
ties apply complusion, but not the others. 

In considering compulsion different kinds of societies must 
be distinguished. Eor the supply society it is unnecessary. 
'FoT the ordinary sale society it is highly desirable but difficult 
lo enforce. For the creamery, and any other form of producer's 
society requiring an expensive plant, it seems to me a necessity, 
otherwise a disloyal minority can place the whole society in 

'PowoU, Co-operation in Agriculture, pa^e 7. 
'See paragraph 67 (a). 
'Paragraph 51. 
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jebpSrdy and heavy loss taay be incurred. This indeed is what 
has Tteoeritly ^happened to many • creameries. Milk has been so 
S(iarce since the war that almo'st any price could be got for it sub 
rosa. Large quantities have therefore been withheld from the 
creameries which could'only offer the rate fixed by Government. 
61. As stated in the introduction'- the most important 
Direct Sale totbe CoH*,imer. ProWcm confronting salo societies at present^ 
-IS the question of sale to the consumer 
y " _ ^^' direct. The rift between town and country, 

which has already been noted, ^ makes this almost a necessity, 
aiid it is indeed the only way to prevent both producer and 
middleman _ from exploiting the community. We have long 
been familiar" with the middleman and his profiteering ways,. 
but only since the war have we realised* that the producer is no 
better. It is the combination of the one with the other that 
has bled the consumer white. In Germany things went so far 
that the town threatened to invade the country, and in one or two 
instances I believe the threat was carried out. It is therefore 
satisfactory to learn that in many places, notably in Thuringia, 
a beginning with direct sale has been made. In the Rhineland, 
too, wine and butter have occasionally been sold, and the ex- 
change bf potatoes for manure in Seohtem will be remembered. 
From Bavaria comes a notable instance. A granary society on 
the Danube recently sold 50 wagon loads of potatoes to a number 
of consumers' societies in a mining district 150 miles away.. 
Representatives of both sides met. It was explained that the 
year before the miners did not get nearly enough potatoes (a 
serious thing in a country that could only get meat once a 
week) and that it had affected their output. The price was 
accordingly fixed at 20 per cent, below the current rate. But 
cases like this are rare and, as someone expressed it, sale to the 
consumer direct is still • in the Kindergarten school.' it& 
importance though is realized and both federations are bent 
upon developing it. The difficulty is the absence of organisa- 
tion. The middleman is often spoken of by co-operators as a 
parasite upon ' society. Actually he performs a neceSsary and 
often a complicated function. His elimination is undoubtedly 
desirable, but it is only possible if an equally efficient organi- 
sation can be put in his place. Co-operative ' Wliolesales ' 
iexist on either side, but a bridge is needed to connect them 
The joint committee^ of the four urban and agricultural feder. 

'Faragrapb 12. 

'Paragraph 32. In France too there are signs of a similar rift (see Conaehcr and Scott's 
Eeport'on 'A^ricnltute Credit and Organisation in France, 1920, page 19*. The cleavage is indeed- 
s^trikingefEeot of the war through a large part of Europe, It is most marked in Rnssia where- 
it has been sharply aecentnated by the revolution— iJeport of the Committee {to collect informa- 
tion in 2e«Mto,-1921, page 110. 

*See paragraph 26. ' 
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ations is a preliminary step in this direction, but a single plant 
ia Dot enough to span the gulf. 

Though in Italy even less has been done than in Ger- 
many, circutflstances are in one respect 
" ^' more favourable, for whereas in Germany 

producer and consumer belong to different federations, in Italy 
they are ultimately united. -^ Italy's great disadvantage is her 
lack of organisation. This, however, she is endeavouring to 
create, and if she succeeds she may yet be the first to solve the 
problem, meanwhile her co-operative farms with their ever 
increasing yield give her an opportunity denied to most. 
\ In Ireland, as in Germany, urban and agricultural Co- 
, . operation are divided. Urban develop-* 

ment is in the hands of the Co-operative- 
Upion (Manchester), and rural in those of the Irish Agricultural 
Organisation Society. These two bodies, however, also as in 
Germany, are united by a joint board on which the Irish Agri- 
cultural Wholesale Society is represented. But unlike Germany 
the latter acts as ' wholesale ' for urban and agricultural 
societies alike, though this means little at present as the urban 
movement is still in its infancy.'' The hope, however, is 
cherished that Ireland's special contribution to Co-operation 
may be to show how producer and consumer may be reconciled- 
For Co-operation it is the master problem of the future. 

62 . The most important and original form of sale society 
,,,,,, ^ , in Germany is the co-operative granary. 

A Market-gardeners Sale mi-'j i^ •i.i-' ^i j. ^ i. a. 

Society. This IS dealt with m the next chapter. 

Milk knd vine-growers societies are also 
separately treated.^ The only type that remains of special 
interest to India is the market-gardeners society. There are 
about 100 of these. The one I propose to describe is 20 years 
old and has d2 members, all residents of the village and it& 
immediate neighbourhood. Holdings run from 1 to 100 acres 
with an average of five. Many of the members are artisans 
who cultivate small plots in their leisure. As in Sechtem, no 
one may hold more than one share, but in this case all profit 
goes to reserve or is spent on objects^ of general advantage. 
In 1917 £20 was applied to the purchase of fruit trees whiohr^ 
were distributed amongst the members. 

When the society was started, as supply exceeded de- 
mand, it was no easy matter for members to market' their pro- 
duce. That gave Co-operation its chance. The position is now 
reversed, and the society is like a bundle of faggots held together 

' See paragraph 35. 

* Smith Gordon and O'Brien, Co-operation in Many Lands, pa9;e 39. 

° Chapter 6. 
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by thread instead of twine. The keenness of the start is a 
thing of the past. The worst produce is invariably brought 
for sale, while the best is often withheld. Some members even 
selJ entirely for themselves. The only remedy applied is to 
refuse them manure which is scarce. The manager would like 
& by-law compelling all members to sell through the society , 
but people, he says, are demoralised by the war, and now no 
one will have it. It is the old story of Co-operation and 
necessity. The necessity has vanished and no one wants any 
longer to co-operate. A sale society is between the devil and 
the deep sea. If supply exceeds demand, members will be 
loyal, but marketing will be difficult. If it is the other way 
About, marketing will be easy but members will not be loyal. 
Before the war, when markets were ovi^rsjtocked, the rhubarb, 
gooseberries and beans, in which the society chiefly deals, had 
-often to be sent as far afield as Berlin, nearly 400 miles away. 
As in India many were the difficulties of transport. A typi- 
cal instance is the case of a wagon load of fruit and vege- 
tables valued at £140 which was despatched 350 miles to 
Munich. The purchaser refused to take delivery as it arrived 
two days late and was, he said, not up to weight. The con- 
signment had to be auctioned and fetched only £24. Now 
that sale is easy, delivery is only given against payment 
"hut before the war the purchaser had to be humoured and 
payment followed delivery. On. one ''ccasion a wagon load 
was ordered from Berlin on finely stamped notepaper. The 
man proved to be a swindler and £200 was lost. 

The manager said it required three full years' experience to 
run a society of this, kind. The committee, of which he is 
not a member, meets once a week to fix prices, but appa- 
rently meetings begin and end in talk, and no one is any 
-the wiser when he goes away than when he arrived. Members 
are paid for their produce once a week, but always a week 
late. On October 15th, for instance, they will be paid for the 
first week of the mouth. This allows the produce to be 
sold and the actual price (less expenses) to be paid. It also 
supplies the manager with cash in hand. The only grading 
attempted is with rhubarb of which there are two varieties. 
Systematic grading is beyond the capacity of the ordinary 
Tillage society. Bad stuff can be refused, but little else can 
be done. Though non-members' produce is sold, the sale 
turnover , for 1919 was less than £300,^ which shows the 
effect of easy markets upon the society. The society is in 
fact a good illustration of the difficulties of co-operative sale. 
In the next chapter we shall see more of this. 

»60,C00 marks. 
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CHAPTER v.— Sale Societies— cowiiiiwed. 



GRANARIES. 

63. Of the many different kinds of sale society in Germany 

. „ , there is none so remarkable as the eo-oper- 

Tlieir Success m Sonthern . . i 'ii j.i j.- j! 

-Qermany. ative granary ; and, with the exception ot 

the village bank, there is Jio form of Co- 
operation that has a more special interest for the Punjab, where 
the marketing of grain is as important as it is primitive. An 
authoritative account of granary sdcieties is to be found in Mr. 
Oahill's report on Agricultural Co-operation in Germany. I 
shall therefore do no more than give my own personal experience 
which was mainly confined to Bavaria. Nowhere else is the 
movement so strong or the small society so common, and it is 
from the latter that India has most to learn, the larger organisa- 
tions being at present beyond her reach. I also visited the pro- 
vince of Saxony, but granaries have not done very well there. 
' Broadly it may be said that they have only flourished in South- 
ern Germany. The reason for this is that Southern Germany is 
)jot only a stronghold of the small proprietor, who has more to 
gain from co-operative sale than the large landowner, but it 
produces more than it consumes. . The Rhine province is also a 
home of the small proprietor, but, as it consumes more than it 
produces, sale is easy and granary societies are not required. 
!Por the latter to succeed they must 'be established in an export- 
ing area. This is fundamental. 

64. As everybody knows, the granary sbciety is one which 

buys and sells grain and is equipped with 
Importance sf Combining faeilities foT storagc. It usuallv has nn 

Supply with tho Sale of , , , . • ° ., "^ 

Grain. elovator, and in some cases a silo or corn 

caVe , and it invariably undertakes the sup- 
ply of agricultural requirements. Experts are emphatic that the 
sale of grain should always be combined with agricultural sup- 
ply. The former undertaken Q,lone involves too much risk. Com- 
petition is kieen and the margin of profit small. Occasional losses 
are almost inevitable. Without some other form of business a 
society may be brought to an early grave. - Thus the first three 
societies to be started in the province of Saxony were in great 
difficulties till they took 'up supply. Now no society thinks 
of doing the one without the other. 
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65. .There are about. 80 or 90 independent granary 
Form of Society. societies in Germany. The majority are to 

he found in Bavaria and Baden. They vary 
much in organisation and character. Some have only individuals 
as members, others only societies ; others again have both. Some 
societies, too, like those in the province of Saxony, embrace a 
whole district, while those in Bavaria have a radius of only It) 
or 16 miles. Not infrequently, especially in Bavaria, an oi'din- 
ary co-operative village bank will build an elevator and add the 
sale of grain to the advahce of loans. Finally there are, as in 
Munich, Nuremberg and Halle, central banks or agricultural 
wholesale societies which control and operate a number of up-to- 
date granaries distributed over wide areas. At present the 
future would seem to lie with these. 

66. The reasons for this are the I'easons which have led so 

many industrial and commercial enterprises 
traSoranSr J."^' """ ^^^^^ ^^^ "^^r to Combine their forces-. The 

financial resources of a large organisation are 
far greater than . those of a small society, and now that buildings 
and machinery are almost prohibitively dear, only the large 
central societies are in a position to expand. The latter, too, 
have the great advantage of being able to work with the econo- 
my and efficiency of management that modern conditions de- 
mand. Co-operatively, however, there is room for regret, for it 
is in the smaller societies with their strong local ties that the c(f- 
operative spirit can be most richly developed. Thus,- as so often 
happens, material and moral gain are oppqsed. This is realised 
at Munich, and it is accordingly the policy of the Bavarian Agri- 
cultural Audit Union, wherever possible, to maintain and develop 
the local society, and only to replace it with the more efficient 
organisation of the central bank when it has no longer any pros- 
pect of success. 

67. It must, however, be confessed that the tendency 
g^ *^^.^ * towards centralisation is increasingly difficult 

to resist. In the province of Saxony it is 
not proposed to start any more^ local societies. In Bavaria the 
central banks at Nuremberg^ and Munich have spread a network 
of 142 granaries over the whole State, Though there are still from 50 
to 100 village banks with granaries, barely 30 independent granary 

>In Saxony the contrast is not between the Buaall local society and the large central or- 
ganisation, but between the latter and the large local society,, which is apt, as it develops, to 
assert its independence of Union authority. It is now proposed that the Agricnltaral Wholesales 
Society at Halle, the capital of Saxony, shonld have a branch granary in every district of the pro- 
vince. At present there are only' 6 local granary societiea, 3 of whi6h are already operated 
by the Agricultural Wholesale Society. 

■ Three out of four of the granary societies affiliated to the Nuremberg Union are managed by 
the central bank. 
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societies remain. Ten or twenty years ago, fostered largely- with 
State grants and loans, these societies sprang up in many differ- 
ent parts of Bavaria, hat only in the Upper Palatinate is the, 
movement still vigorously independent. Almost in spite of 
themselves the central banks' have been forced to swallow up one 
local society after another. The danger is that appetite may 
grow with eating. 

The case of Lower Franconia is typical. * Of the dozen societies 
, . ^ „ . started there only three or four survive. 

(o) Lower FraocoDia. mi xi i i n i i 

The others have been compelled by circum^ 
stances either to sell or to lease tbeir buildings to the central bank 
at Munich. The chief cause of their undoing was the difficulty 
of getting a good manager. Too ofteuj the local man, who was 
appointed because everyone knew and trusted him, lacked the 
experience and capacity indispensable to an undertaking requir- 
ing the greatest vigilance and care. A good instance is the case 
of a society which collapsed because it was started and roanaged by 
a priest who was an excellent man but entirely ignorant of trade. 

On the other hand in the Upper Palatinate there have been 
_ , ,. , only five casualties, and 25 to 30 granaries 

(h) Upppr Palatinate. •' . ™i j: j.i • ^ j_i. 

remain. The reasons for their better suc- 
cess are instructive. In the first place they are small concerns 
and' therefore comparatively easy to manage. The people, 
too, are cautious and more than usually capable. Their seed for 
instance is widely exported. Supply has been extensively deve- 
loped and, , being more lucrative than the sale of grain, has 
provided useful ballast. Moreover the Upper Palatinate, which 
marches with old Bohemia, is far away from the large grain 
markets of Munich, Nuremberg and Ulm. Co-operation was 
accordingly a necessity to protect the producer from the local 
dealer, who in the'old days had it all his own way, the more so 
as debt often placed the cultivator entirely at his mercy. This 
point is of special interest, as the first ^ granary society to be 
founded in the Punjab, if not in India, owed its origin to precisely 
the same conditions, which is a good example of the way agri- 
cultural problems irepeat themselves in different parts of the 
world. A final point in' favour of the Upper Palatinate is the ab- 
sence of large towns. For a society purchase is often as difficult 
as sale; There is therefore a certain risk in the neighbourhood of 
a town which may compete with the society for the cultivator's 
custom. Even so strong an organisation as the central bank at 
Nuremberg finds 'that of its 25 granaries thosein the heart of 
the country do best. 

' At Shakargarh in the Gurdaspar Disfrict, 
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. 68. The financing of a co-pperatiye granary would not have 
^^j^^^g l^een an eflisy matter but for the generous 

assistance given by the Bavarian Govern- 
ment. • Most societies received at the outset not only a loan at a 
low or nominal rate of interest, but also a free grant. Down to 
1910j. when the number of granaries stood at 156, it is calculated 
that these advances totalled about £60,000, of which £10,000 
were free grants.^ Nearly half the cost of the granaries built 
was defrayed in this way. The balance was met from shares, 
and with money borrowed from village and central banks,* 
The partial or total collapse of a large number of societies suggests 
that Government" assistance was too lavishly given. Some help 
was undoubtedly necessary in the initial stages, but it should- 
probably have stopped when the movement emerged from the 
experimental stage. 

69. It will perhaps give a clearer idea of what a small 
g^^j^j. granary society is like if I describe a 
irsc emeu cocie y. characteristic society of the Upper Palatinate.. 
In the North-East of Bavaria^ear the Bohemian frontier, is the* 
unpretending,' but well-built village of Tirschenreuth situated- 
with its 800 inhabitants in an undulating country of meadow land 
and pine woods. In 1899, to free themselves from the bondage 
of the local dealers, eight small village banks of the neighbour- 
hood joined together to found the granary society of . Tirschen- 
reuth. Three more banks have joined since, and now about 
1,000 peasant proprietors are indirectly members of the society. 
The society's area, which is typical of Bavarian societies, is a. 
radius of 10 miles round Tirschenreuth. Each member-society 
takes a single share of £25 and no more. Liability is unlimited, 
Recently there has been some thought of limiting it, but as a 
good deal of boi'rowed capital is still required, the present form 
is more convenient. It is 'claimed, too, that unlimited liability 
keeps alive a keener sense of responsibility and interest. 

The year after it was founded the society built a a elevator 
which, following invariable custom, stands- 
(o) Finance. ^^ a sidiug Icascd from the railway. This is- 

indispensable to allow direct loading into trucks. The elevatpr, 
which holds about 500 tons ^ of grain, cost £1,350. To meet 
this heavy expenditure Government made a grant uf £125 and 
advanced £700 at 1- per cent. The balance required was -raised. 
by loan from tjie member-societies and the central bank at 
Munich. The present financial position of the society is strong. 

; ^ s 

1 CaWU, page 199. 

« Ordinarily a village bank in Germany will only lend lo a neighbonring society in which its* 
own memhers are interested. 
Aboat 13,600 maunds. 
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All but £460 of the different loans has been repaid, and thanks- 
to 60 per cent, of the profit always being carried to reserve the 
latter now amounts to £1,100. 

All grain handled by the society is bought outright. Sale 
(J) Purchase and Sale of OH pommission does not appeal to the cul- 
Grain. tivator. Many societies tried it at first, but 

all hare had to give it up as, the cultivator 
likes to know exactly how he stands and prefers a fixed price tc 
the uncertainties of a fluctuating market.^ Soine ' societies 
used to pay their members the full market price on the under- 
standing that subsequent profit or loss should -be shared. But 
since 1912, when there were heavy losses, the system has been 
abandoned, and now all societies buy unconditionally. At 
Tirschenreuth prices are fixed by the manager. It was originally- 
done by the committee, but this was found unsatisfactory. In 
a neighbouring though smaller society the committee still do itr 
The margin of price between purchase and sale before the war 
was about 8 pqr cent. Now it is less, as sale is controlled by the- 
State.* The staple crops are oats and rye. The former is grown 
for seed and is in wide demand. Members bring their grain to 
the granary themselves. It arrives in November and December, 
and in normal times would not be finally cleared till April or 
May, when the elevator is thoroughly disinfected. On arrival 
the grain is cleaned and graded. There are two or three different 
varieties. Bad grain is not rejected, but is paid for at a lower 
rate. The results of grading have been good. Higher prices 
have been secured and farming has improved. There are no 
dealings with the affiliated societies as such but only with their 
members, who, however, are not obliged to sell their grain through 
the society. The question whether compulsion can be applied in 
societies of this kind has already been discussed.' The manager 
believes it to fee impossible, and in this opinion he is supported 
by the experience of the whole of Bavaria. In the first year, in 
spite of much propaganda, not more than half the local grain 
came to the society. The following year the proportion rose to- 
two-thirds, and eventually the four local dealers lost their entire 
trade and had to quit. There was the usual struggle first. The 
dealers tried to overbid the society, but the society, not seeking' 
profit, could work on a finer margin of rates. Its grain, too, 
being graded was of a morQ. even quality, and was soon the most 
popiJar in the market. Finally, sale was greatly facilitated by 

' Of. the Maclagan Committee Beport which recommended commiBsion sale in the case o{ 
sale societies, page II. 

i Under Stnte control, which is dne to the war, all grain has to be handed over to the- 
loca] official agency at a fixed price. 

» Paragraph 60 (c). 
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ihe military authorities who used to take the whole available 
rsupply of fodder oats. - ^ 

The society" has the usual committee and board of supervi- 
sion. Six members belong to the one -and 
anagemen. nine to the other. This allows every member- 

society to be represented on one or the other. Otherwise a 
.smaller committee would admittedly be better. In the case of the 
latter, however, two members are sufficient for a quorum. Both 
bodies are honorary, but the members of the committee get a fee 
of 12 marks (about a rupee) for each sitting, as many have to come 
a considerable distance. General meetings are held once a year, 
but on special occasions, when a lecture or an address is to be 
given, 100 or more will attend. A sub-committee of two mem- 
bers, chosen one from the committee and the other from the 
board of supervision, is entrusted with the annual stocktaking 
and with an informal audit o£ the accounts which must be done 
without warning. The more formal audit is done by one of 
the Bavarian Union's officials every other year. 

Thanks to good management the society has fared well. In 
p neets 1914, the last normal year, it sold 4,200 tons 

^ ' ""* ^' of grain and supplied its members with 275 

tons of manures and feeding stuffs. Its benefits have been con- 
siderable. It has secured for the cultivator a good price for his 
-grain, prompt payment, a constant market and all the advantages 
of a well- equipped elevator within easy reach. It has led him to 
improve his cultivation and has enhanced the reputation of his 
seed. It has also assured him a steady supply of good manure 
at a fair price in place of unreliable manure at a high 
price, 

70. The society at Tirschenreuth is fortunate in its 

(e) Qnaiificatioos of the manager who is both an agriculturist and 
Manager. " a trained man of business. But this com- 

bination is rare, and it'is usually a question which type should 
be chosen,' the agriculturist who has no knowledge of trade or 
the trader who knows nothing of agriculture. Por the corn 
trade the latter is safer, but for the business of supply, which 
deals largely with manures, it is better to have an agriculturist, 
who can advise members on their purchases On the whole, as 
the corn trade is the more difficult and risky of the two, 
opinion is agreed that, if a society cannot have two managers, 
or if the ideal combination in one man cannot be found, it is 
better, anyhow at the outset, to have a man who hag some 
knowledge of trade. It is an advantage of the larger central 
organisations that they can usually afford to employ both 
together. 
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71. It is also a disputed point which is the best type of 
society for selling grain. In Bavaria a large 

ij6Bti typ6 01 society* ^ i**ii iii • 

(o) The Village Bank. number ot Village banks have granaries 
Varying in capacity from 25 to 150 tons,^ 
Their great advantage is that they can raise capital without 
difficulty ; their disadvantage, that the committee and board of 
supervision are apt to confine themselves to banking and leave 
the difficult business of grain dealing entirely to the manager. 
This is a drawback which would be particularly serious in India. 
Village Banks should therefore not be encouraged to start 
'granaries, though there is one in the Karnal district which Las 
stored and sold its members' grain, successfully for several years.* 

If village banks are to be excluded, independent gran- 
^ ^ ary societies must be established, and here 

(b) Tne Independent •'. .. .■,••■,■, a » 

Granary Society. again opiniou IS divided. Some prefer a 

society consisting entirely of individuals, 
others one like Tirschenreuth consisting entirely of village banks. 
The objection to the latter is that it interposes between producer 
and consumer an unnecessary ageat, namely, the naember-society 
_ which has to be given a share in a profit which is^ always small. 
On the other hand, it* is admirably adapted for supply, as it 
facilitates dealings in bulk. Societies -with oiily individuals 
as members aiso have their drawbacks. They are less cohesive, 
members joining one year and withdrawing another ; they can- 
not raise capital so easily, as their secu^:ity is less, and they are 
more egoistic in aim and spirit. Some societies compromise by 
.admittmg both individuals and societies. 

72. The Society at Erding^ one of the best I saw, was 

Erdio societ °^ *^^^ ^^P®' ^o^i^ded in 1910 it has 44 

"^ '°* * ^' members, of whom 14 are village banks con- 

taining 40 to 150 members each. Well over 1,000 proprietors, 
each with from 10 to 50 acres, are directly or indirectly mem- 
bers of the society. Unlike Tirschenreuth liability is limited 
tp three times the value of the share. An elevator to hold 
1,000 2 tons was built at a cost of £5,000, It stands on a 
railway siding which is the property of the society. The builji- 
ing has four storeys and in addition a large ba«emeht where 
artificial manures are stored. The walls are of cement, as are 
also 1;he pillars and the floor of the basement. The rest of the 
buildiij g is of wood. The grain is carried to the top floor by 
electrically -driven machinery and distributed thence throughout 
the'building wherever.it is wanted. In 1914, 2,400 tons of grain 
were sold, and 3 ,000 tons of manure and fodder stuffs supplied. 

' About 700 to 4,100 maunde. 
* Abont 27,000 mannds. 
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Wheat and barley used to be graded in three or four different 
Tarieties, but since the introduction of State control with its 
demand for quantify rather than quality this is no longer done. 
There used to be occasional disputes and at one time an. arbitra- 
tion committee was set up to decide them, but it proved too slow 
for the purpose. The manager now decides them himself. He 
also fixes prices. Half the grain handled belongs to non-members, 
but only members are entitled to the annual rebate which is 
about 2 per cent. Non-members are also supplied with manures, 
etc., at the same rates as members. Differentiation was tried, but 
Was found to be more trouble than it was worth. There has' 
never been any bother with weevil, tor wheat and barley, the 
two chief products, were rarely kept for more than 3 or 4 
weeks. 

For the first ten years all profit was carried to reserve, an 
example which India would do well to follow, and even now only 20 
per cent, of it can be distributed. There are no less than three 
reserve funds which form a triple barrier against loss. In 
addition there are special funds for pensions and gratuities, for 
the improvement of seed and for objects of common good. 
Finance is so well regulated that a large holding of war loan 
stock has been written down by 20 per cent. ; and a recent loss of 
£500, due to the local stream suddenly rising and flooding the 
basement which was full of manures, has been met without serious 
inconvenience. Considering its short life the society' has built up 
a remarkable business. For thi^ both patience and effort M'^ere 
needed, and at first much propaganda. The manager told me 
that he had often had to spend three or four days a week touring 
the neighbourhood for this purpose. 

73. The managers of the societies I saw impressed me with 
their general good sense and capacity. Thei 

Inportant Points— . ° P . js £ 

(o)Tbe Manage*. importance of sccurmg a good manager for 

-^ a sale society has already been emphasised, 

-In this case it cannot be exaggerated. 

Expert a;ithority also laid great stress upon the advantage of 
,. ^ . maintaining a good average quality of grain. 

fj) Quality of grain. ^ j. iii.'i • 

^ ' Co-operators are prone to thmk no grain 

too bad to be taken. In that case, if bad grain cannot be rejected — 
managers are extremely loath to do this — it should be scrupulously 
cleaned. It should also be remembered that once a society gains 
a good reputation for its produce, sale will be easy, especially to 
breweries and mills, whose custom it is particularly useful to 
obtain. 
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A further difficulty lies in the fluctuations of a market 
necessarily dependent on world wide condi- 

(c) Market FluctuatioBB. ^.^^^ ^jj^^^ .^ ^^^^ ^^^ ^g^g foreign COm- 

petition compelled large sales at reduced rates, involving many 
societies in substantial loss. Against this danger the only safe- 
guards are a goDd manager and a strong reserve. The latter can- 
not be built up too fast.^ 

74). Some account must now be given of the granaries of 

4 . the central b&nks at Nuremberg and Munich. 

Grannies. ^^^ * "° *" Their tendency to grow at the expense of the 

smaller societies has already been noted.* 
Both have highly specialised departments" which deal only with 
grain, and with their 142^ granaries scattered all over Bavaria 
they command a strong position in the grain market. In 19X9 
the Bavarian Central Bank at Munich «old as mueh as 280,000 
tons of grain. 

75. To get an idea of, its system I visited one of its larger 

A Typical Central Bauk granaries at Frledberg near Augsburg. The 

Granary; " clcvator 18 of the most modern type and 

was only completed in 1917. It cost £9,000 
and holds ] ,200* tons of grain and is equipped' with 16 silos, eaoh 
of which can acccmmodate 50 tons. The advantage of a silo 
is that it is a protection against damp and enables the grain to 
be handled with the minimum of labour and maximum of des- 
patch. A 1 cwt. bag can, for instance, be filled and weighed in 
a few seconds, both operatiohs being performed by the same 
machine. 

As visual the granary serves a radius of about 12 miles. 
, s -o X. ■ . . Thirty agents, most of them members of 

(o) Purchasing Agents. ii*'... i 3., , 

local societies, are employed to purchase 
grain. Eaoh agent has five or six villages to work in, and is 
supervised by the manager who tours for the purpose. He must 
be a man of local infldenoe or his work will suffer, and he must 
also be thoroughly trustworthy as, following the custom jot the 
trade, no security is given. He is paid a snaall commission on 
his purchases according to weight. This will be slightly higher 
if he uses his own house for temporary storage. To enable, him 
to pay for his purchases he receives an advance of from £] 00 ta 

>C/. Appendix (a). 

'Paragraphs 66 and 67. 

^AU but 26 of these belong to the Bavarian Central Banl^at Munich. 28 are small granarieB 
which are only open one or two days a week, 

*Tbe central bank builds 3 types of elevators holding- 
Co) 400— 500 tons. 
(J) 700— 80O „ 
(6) 1,000-4,000 „ 

The recently constructed elevator at Lyallpnr, the only one of its kind in India, is a gooij 
example of sn up-to-date elevator. 
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£300 according to circumstances. Maximum rates of purchase 
are fixed by tbe central bank at Munich, where too all sales are 
effected. Once a "week the amount purchased is reported, and no 
further purchases may be made until the reports of all the agents 
bave beau considered and fresh prices fixed. When grain is 
bought, the vendor generally undertakes to store it for a rctonth 
or so to allow time for the grain to be sold and for transport to 
be arranged. Ordinary disputes are dealt with by a local arbi- 
trator, while serious disputes are settled under the arbitration 
procedure of the corn market. In this case ekch side selects an 
arbitrator from an authorised list, and if the two arbitrators 
cannot agree, the corn market appoints a referee whose decision 
is final. In a court of law it can oaly be challenged for an error 
in form. No lawyers are allowed to take any part in the pro- 
ceediugs. The procedure, in fact, closely resembles that in force 
for co-operative societies in the Punjab. ^ 

In 1909, 4,00') tons of grain were handled, of which over 
„, „ , -^^ . 2,000 passed through the elevator. In addi- 

(i) Extent of Easiness. ,. ^ ,, _v^ F" n j. . , 

tion another 600 tons of potatoes, turnips 
-and hay were also sold. No difiference is made between co-opera- 
tors and others, but it is now proposed to supply the former with 
their agricultural requirements at a cheaper rate. The six- 
monthly balance sheet has twice shown a small loss. This indeed 
is inevitable, as the margin between purchase and sale is not 
more than 3 percent. On the other hand, the balance sheet of 
all the central banks' granaries taken, 'together has invariably 
shown a profit. 

The paid staff consists of a manager on only £60 a year. 
and ^^^''^ ^^ "° local committee, but each^ 
Oontroi'. '°'^*°'*" " district in Bavaria is represented on the 
central bank's board of supervision, and 
the local representative, usually a substantial landowner or 
occasionally a priest, is expected to visit each granary in his 
circle two or three times a year without notice. He has also to 
do the stock taking twice a year.^ For all this, work he gets no 
more than five shillinsrs a day when on tour. 

There is no complaint of weevil trouble in the granaries of 

N the central banks. At presen.t the grain 

^ - **^ ■ is cleared too f&st, and in any case the danger 

is reduced to a miniihum by the use of re-inforced concrete, which 

> There are 8 in the state. 

The following deduetiona- are prescribed for annual depreciation : — 

buildings 2 per cfint, 

fumitare 10 „ 

sacks 20 „ 
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has taken the place of the woodwork so extensively used, in the 
older grg,naries. A further precaution is the scouring of the 
walls every year with a preparation of sulphuric acid and lime. 

76. Enough has now been said to show that in Bavariar 

Aiirantages of Qraaa- at least the granaries, whether centralised or 

''^' local; have achiered iheir purpose. Grain 

dealers have lost their monopoly and have 
been forced to pay more for their grain. Superfluous, and not 
always scrupulous middlemen have been eliminated. Through his 
society, the producer can now sell his wheat direct to the mills, 
his barley to the.breweries and his oats and rye to the military. 
Moreover, he is sure of his market and can sell as he pleases. He 
no longer has to deliver his grain at the beck and call of a dealer, 
but can bring it to the granary when he likes. There he finds 
people he can trust, or, if he is badly treated, he can complain. 
Last but not least, he is secured a regular supply of good seed and 
thoroughly sound manure, two essentials of good agriculture. 
The movement undoubtedly owes much to the generous financial 
assistance provided at the outset by the Bavarian Govjernment^ 
and to the extensive purchases of the military department, but it 
owes far more to the enterprise, capacity and public spirit of 
those who have laboured so successfully that, as Mr. Oahill says, 
" in no part of Germany has corn selling been developed to the 
advantage of small landowners to such an extent as in Bavaria ." 

'£100,000. was advanced t:> the Bavarian Central. Bank at Munich in the nineties, to develop 
its grain businesa. 
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CHAPTER Vl.-Sale Societies— concluded. 

I. — Milk Societies in Bavaria. 

77. Milk societies naturally suggest the co-operative creaih- 
Miik Societies in Ger- ^^y> ^.^^ ^^ ^^^rc is at present little likelihood 

Jtany. of this f Or m of society taking Toot in India, 

I confined myself to those whose principal 
object is the sale of milk. Of th^se there were 272 last April 
(1921). Bavaria, Baden and Hanover are the chief centres, but 
nowhere is the co-operative supply of milk highly developed. So 
far as the larger towns are concerned, it is a problem that is still 
unsolved. It is, however, one of the. problems marked down 
to be tackled as soon as the present State control of the sale 
of milk U removed, and the aim is if possible to establish 
societies that will sell direct to the consumers' societies in the 
towns. Meanwhile for us in India, where milk-selling societies 
are still in their ^ infancy, and where the problem of supplying 
the more important towns with pure as well as abundant milk is 
becoming increasingly acuite, the experience of Bavaria may be of 
some practical advantage. 

78. Bavaria has about 60 societiesj of which as many 
2a,ya,j;a ^s 41 werc started last year (1920). At 

preseht, as every whare else in Germany, 
the problem is not to find a market for sale but to increase 
supply and relieve the desperate shortage, . which in most 
towns last winter made fresh milk almost unprocurable for 
anyone who was not a small child. Before the war, however, 
the position was different. The supply in a town like Munich, 
especially in the holiday season, often exceeded the demand 
and producers, scattered and unorganised, were at the mercy 
of the local dealers. The first societies were therefore 
formed to control and regulate supply," and ware equipped 
with the necessary plant for " converting surplus milk into- 
dairy products ; and by eliminating two or three unnecessary 
-middlemen ^and dealing direct with wholesale vendors in 
neighbouring towns, they were able to secure not efiily a better 
price but a regular market. As usual the local dealers did 
their best to overbid the societies, but were beaten by their 
cheaper and more 'efficient organisation. The milk was 
handled in bulk instead of in detail. It was delivered cool- 
ed and cleaned, and periodic tests secured tho consumer against 
adulteration. Thus, in spite of supply often exceeding demand, 
these soci&iies had no difficulty in finding wholesale dealers 

' Bengal with 40 societie-i ia the most advarioed province. •/ 
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■who were willing, for a fixed price, which was determined 
-from year to year, to take the whole of a society's supply 
whatever the- amount. In tbis way one of the two great/ 
difficulties of a milk society, the difficulty of finding a constan t 
market, was satisfactorily overcome. 

79. The other difficulty was finance. To cleanse and 

cool the 'milk efficiently and to convert 
'°*"'^*' surplus milk into curds and cream, an 

-expensive plant was required costing (before the war) from 
£1,000 to £3,000. Government helped with .grant and loan, 
and unlimited liahility secured the rest. For a trading, society 
limited liability is generally better, but for these milk so- 
cieties unlimited liability was -^jjrtually a necessity. One 
society I saw of less than 100 members had been able to 
borrow £2,500 from the local central bank. This would have 
been impossible without unlimited liability. Government 
assistance was given in the form . of loans of a few hundred 
pounds at 2 per cent., and free grants of £50 to £100 would also 
be made. But owing to the war Government can no longer 
.assist. 

80. Under the by-laws members are obliged to sell to 

the society only, but this rule is not very 
General System. ^^.^.^^^ enforced. At the Same time it is 

(a) compnisory Deli- considered a useful safeguard. The ques- 
"'^^^' tion of compulsory, delivery in sale socie- 

ties has already, been discussed, and the conclusion was 
reached that, for a society with an expensive plant such as 
an elevator or a wine press, some kind of ' binding rule ' 
was almost essential.^ But it should always be remembered 
that in actual practice efficient management is more effective 
than compulsion. The milk delivered to the society is bought 
outright, but the price at which it is to be ■ sold for the 
year is subject to the confirmation of a general meeting, 
and the whole amount is paid to members less' a small de- 
duction for expenses and reserve. Before the war only mem- 
bers' milk was handled, but since the introduotion of State 
control no distinction can be made. 

Ordinarily payment is made irrespective of quality or 

fat content. There are two reasons for 

to^It tent """'"' this. Firstly it is Simpler, and in a Village 

society simplicity is one of the cardinal 
virtues. Secondly, in most localities therd is said to be little 
variation between one member's milk and auDther's. To this 



See paragtapVi 60 (c). 
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Lower Bavaria is an exception owing to its foddet being very 
variable in quality. Consequently in this district payment is made 
according to fat content, which is ascertained twice a month. 
But even there the practice is being given up in favour of the 
less laborious system of treating all alike. So does practice 
follow the line of least resistance, whatever-authority and principle 
may say. '^ 

Adulteration is guarded against by "more or less regular . 
(0) Adulteration. applications of the Gerber test. In the 

more eflBcient societies oases of adultera- 
tion will be reported to the local authorities and defaulters 
prosecuted. For a first offence a fine of £15 \ can be im- 
posed, for the second 8 days imprisonment Instances of this 
are not common, no doubt because Co-operation puts a man upon, 
his mettle. A local dealer and. an unknown consumer may be- 
considered fair game, but to cheat your society is to cheat your 
neighbour which has a much blacker look. It is, one of the best 
and subtlest effects of Co-operation . that it automatically en- 
courages straight dealing. 

Not much is done at present to encourage breeding or to 
weed out tLe less productive stock. In the 
tivi^L/^"'""'""""" ^^ district cf Algay a record of each cow's out- 
put is occasionally kept and the weaker 
cows are sold, but this is exceptional. So too with the purchastj. 
of cows on joint account. Usually each member buys for hire- 
self. More common is the co-operative purchase of feeding 
stuffs. Some societies deal in eggs as well as milk, but this 
again is rare. 

81. At Ebersberg, a village of less than 1,000 inhabi- 
Ebersberg Milk Society *»"*« bcautifully situatcdiu the submoutaue 
country at the foot of the Alps, is a- 
characteristic milk society. ■> It was founded in 1913 with 
80 members who were nearly all small proprietors. It was 
a loig time before they could be persuaded to combine, and one 
village had to be visited 21 times before it would consent. Now, 
however, there are 130 members and almost everyone within a. 
radius of 3 miles has joined, except a few who are loyal to an old 
established local agency. The members own 648 cows or an 
average of 5 cows each. Many have only one or two, while others 
have as many as 20. The daily output before the war was nearly 
900 gallons. Now it has sunk to 260, which is typical of the 
effect produced by the war on the milk supply of Germany. Be- 
fore the introduction of State control, the total output was de- 
livered to a large dairy in Munich, 28 miles away, at a fixed 

> 300 Marha. 
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price, the- whole of which was paid to members less 1 per cent, for 
expenses. When supply exceeded demand, surplus milk w<as 
converted into curds and cream, which were also taken by the 
dairy in Munich. Thus the society had no difficulty in dispos- 
ing" of all its milk. 

Plant and equipment cost the society over £1,000. A free 
grant of £75 and a loan of £300 at 2 per cent., repayable over 
10 years, were received from the Bavarian Government. The 
•balance was raised from the central bank at Munich by a loan 
secured against th<; unlimited liability of- tlie members. As 
shares are equal, eao^ member taking one share only, no dividend 
is distributed. Delivery of all milk not required for home con- 
sumption is compulsory under penalty, but hitherto no penalty 
has ever been imposed. Before State control was introduced, all but 
10 or 15 per cent, of the available milk is said to have been de- 
livered to the society. Each member's milk is tested once a 
fortnight for purity; and for this purpose a dozen tests are done 
daily. Adulterated milk is sent to Munich for chemical analysis 
and offending members are prosecuted. There . have so far been 
only 3 or 4 cases of this. The milk is brought to the dairy in six 
conv«yamces driven by members. In a neighbouring society 
each member takes it in turn for a week to collect and deliver 
all the milk-of his fellow members in the same village. 

Twa definite advantages have been secured by the society, 
firstly, a better price estimated (before the war) at an increase of 
over 25 per cent., and secondly, a constant market. The consumer 
on the other hand gets purer milk. The society at Ebersberg was 
started with difficulty, but it did so well that when three years 
later it was proposed to form another society in a village 5 miles 
away, 60 members joined at the first meeting. Both these socie- 
. ties have local men as managers. In one case the manager is the 
sole paid official. In the other he is assisted by his wife. This 
couple is paid the modest sum of rather less than £M) a year 
plus free house, light, milk and fuel. 

II. — Vine-growers Societies. 

82. So far I have dealt only with the ordinary fdrm of sale 

Their significaace for ^""^'^^ "'^^^.^ «^"« ,^\«, P^oduce it buyS, 

indi», whether gram, vegetables or milk, la the 

form in which it is received. I come now to 
the more advanced type which before sale converts its members' 
produce into something radically different. The vine-growers 
society is a good example of thisj as grapes are bought and wine 
is sold.^ At first sight such a society can have only an 
academic interest for India, as India is unhappily no country for 
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grape and yine. On the other hand cotton abounds, and like the 
grape it cannot be efficiently handled without expensive machi- 
nery, nor can it be sold to advantage without co 'operation, as the 
uncertainties of a fluctuating market put. the inexperienced pro- 
ducer, when'^he stands alone, entirely at the mercy of the better 
informed and not too scrupulous dealer^ Accordingly a brief 
account of the vine-growers societies of Germany may he of prac- 
tical interest, the more so as a co-operative giuning factory has 
long been projected for the Punjab. 

83. At the end of 1919 there were 193 societies, most of 
Difficulties which are to be found along the Rhine and 

its tributary valleys. They have had a cheq- 
uered history, which shows that even in so efficient a country as 
Germany success cannot always be achieved. Before the war 
liad vintages, grape diseases, and foreign competition ( French 
and Italian wines ^vere becoming increasingly popular ) reduced 
many societies to the verge of bankruptcy. Prices fell, members 
were found to have been overpaid for their grapes, cellars overflowed 
with uQSold wine, new cellars had to be acquired, and more and 
more capital was locked up. Iq some cases bad management inten - 
-sified the crisis. A Union of 15 or 20 societies went into liquida- 
tion with a loss of over £100,000. Its member societies were only 
saved by the Raiffeisen Central Bartk coming to their rescue with 
a loan of £50,000 raised largely from village banks. Incidentally 
this is a good instance of the advantage of a banking system 
which is co-operative in spirit as well as in form. To many of 
the vine-growers societies the war was a blessing in disguise, for 
it stopped foreign competition and raised the price of German 
wines so high that last autumn when 1 was in the vine- 
yards of the Ahr and the Moselle, every society, was once more 
firiiily on its legs.^ The future, however, is uncertain. 
Some think that there are bad times ahead, and it may well be 
questioned whether the bleaker North can ultimately hold its 
own unaided against the sunnier South, 

84. Of the 193 societies that existed in 1919 all but 16 had 

unlimited liability. This form was chosen 
(o)''"Liabiiity.^' for precisely the same reason that led the 

milk societies to adopt it. A large working 
■capital is required for cellar, cask and vat, and ^ to 90 per cent, 
of this still has to be borrowed.^ As the ordinary vine-grower 
commonly owns no more than an acre or two of vineyard, he was 
obliged at the outset to pledge his entire resources to raise the 
necessary funds. These were obtained, ^as in all such cases in 

* Ovoi w'me that used tt cist 4 or S marks a, battle was uot to be liad under 50 or 60. 
" In 1919, 119 societies owned only 14 per cent, of their total liabilities. 
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Oermany, from the loual- village or ceatral bank. Thanks to the 
■excellent banking system which has already been described, no 
rural society in Germany need suffer for want of funds, as money 
<jan always be raised provided security is good. 

Societies are usually small. I saw one of 180 members, but 
sue -of societ 60to70isthe average. Nowhere in Ger- 
and Binding Rule. ""* ^ many did I see anything more like our Indian 
village communities than the compact little 
slate-tiled villages set in their vineyards, a mile or two apart, 
along the banks of the green Moselle. Members are bound to 
bring all tlieir grapes to tlie society *except what they need at 
home, and the obligation appears to be enforced. I came across 
two or three instances of expulsion on this account, which shows 
that if a society is small and co-operative spirit strong, a binding 
rule ne'ed not be a dead letter. 

On delivery the grapes are tested for sugar content by 
, , „ ^ ^ ^. a committee appointed for the purpose, and 

(c) Payment for Wme. , , , S j • i mu -i. 

, they are graded accord mgly. There may be 
as many as 40 different varieties, each of which will be paid for 
at a different rate. The grapes are usually bought outright and 
paid for at the market rate, or at a price slightly below it. 
When the wine is sold a further payment will be made, but the 
highest price obtained in the neighbourhood will first be as- 
certained, in order that at least as much, and if possible more, 
may be paid to members. Or commission sale may be adopted, 
in which ease no payment is made till after sale. Or again 
the two methods may be combined. :it Mayschoss for instance, 
a village in the wooded valley of the Ahr which boasts the oldest 
vine-growers society in Germany, founded in 186S, the wine 
is paid for provisionally at 25 per cent, below market value, and 
further payment depends upon the price realized at sale. It may 
be two or three years before all the wine is sold and final 
payment can be made. Payments are not- made in cash but by 
credit to each member's account. Members canjiraw upon theiE„ 
credit as they please, and 4 per cent, is paid upon any sum 
undraw;n, which is treated as a deposit at call. If a member 
requires more thaij stands to his credit, an advance will be given 
on next year's cropY^ soon as it is clear that he will have one, up 
to half the value of the last. Half the net profit goes to reserve , 
and the other half being usually small is only distributed 
once every three years. In a neighbouring society the system is 
similar with, however, one or two differences which are 
worth noting. When the provisional price is fixed, it is reported 
for co;nfirmation to a general meeting at which all members ' 
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accounts are made up. Five per cent, is deducrfced from the 
total amount due and pjit into an insurance fund, which is the 
first fund to be drawn upon in the event of loss. After 
three jears, if there is no loss, the amount is distributed. .Some 
societies provide against loss by an equalization fund, which 
means that a sum is set aside from the profits of good years to 
inake up the deficiencies of bad. 

The greatest importance is attached to a strong reserve and 
(&) Reserve. ^^^ *^® socicties I saw had a triple line 

of defencfe. Two even had a fourth barrier 
as well. The subject of reserve funds is so important that it is 
treated separately elsewhere.^ Meanwhile, it is suflSoient to say 
that a sale society with heavy commitments — one of the 4 vine- 
growers' societies I saw had over 300,000 gallons of wine in its 
cellars— cannot have too lara;e a reserve. 

85. There seeixs little doubt that these societies have 
AdTanteges. achieved their end. As with granary socie- 

ties, marketing has been facilitated by com- 
bination and tillage improved by gradine. In the old days 
the vine- grower was at the mercy of the wine merchant, just 
as the peasant proprietor of Bavaria was in the hands of the- 
grain dealer.- As one president remai-ked, pointing to a queue of 
members 100 yards long waiting to deliver their grapes :— "The 
crop is first rate, but if we had no society, the market would be 
flooded with wine and we should all be forced to sell it for an 
old song." Another president reckoned that members get If^ 
per cent, more than if they had no society. The benefits 
of co-operative sale are unque^ioned, and it makes little 
difference whether it is inilk or wine, cotton or grain. But 
equally unquestioned are the difficulties!. Oo-operative spirit 
must be stronger than in any other form of agricultural society, . 
and there must be good management as well. These are the 
alpha and omega of success. 
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CHAPTER VII.~Two Mortgage Banks, 

86. Thel-e is no economic problem more vital to India's 

prosperity than the transformation of her 

Importance of Land Credit. j^Q^tgage debt f rom aburdcn iato a source of 

strength. Mortgage debt is only to be feared If it is unproductive 
or dear. In India it is both. It is therefore a millstone roumd 
her neck instead of being, as in Germany, the foundation of 
her development. _ It is not that in Germany mortgage debt is 
low. Proportionally it is far heavier than in India, biit it is 
raised at 4 instead of 12 per cent, and is for the most part spent 
in drawing fresh wealth from the land.^ Had India the same 
facilities as Germany, she would be able to borrow at 7 or 8 per 
cent, and crores of rupees would eventually become available 
for the development of her resources. At present, so far as I 
am aware, the Punjab is the only province which has a mortgage 
bank and that was only started last year. Contrast this with 
Bavaria which, with a population of only 7 millions, has no less 
than 8 banks that in greater or less degree do land mortgage. But 
Home was not built in a day. Germany's admirable system is 
th" result of 150 years of experience and effort. India, there- 
fore, cannot hope to solve her problem in a year or two. That, 
however, is an argument for grappling with it at once. 

87. The problem is certainly formidable, for land credit 
is a much more complicated and technical 

Two Typical Institufons, ^g^.^ ^^^^ ^^^ ^^^^^ ^^^^ ^^.^^.^ ^.^^ ^^.^j^ 

every co-operator in India is familiar. Though much has been 
written on the subject, it is not easy for the ordinary layman to 
understand precisely how a land mortgage bank works. The 
following detailed account of two typical institutions may there- 
fore be of use. The two selected are the Agricultural Credit 
Association at Dresden and the Bavarian Agricultual Bank at • 
Munich. Both are in effect co-operative societies, ^d both 
make it a principal object to assist the small proprietor.^ Conse- 
quently both are of special interest, as in the Punjab the small 
proprietor predominates, and it is through a co-operative society 
that the first experiment in land credit is being made. The 
Association at Dresden operates throughout the old Kingdr.m of 
Saxony and the Bavarian bank i;hroughout Bavaria. In both 
States holdings tend to be small, in Bavaria 9i per cent, being 
under fifty acres and 36 per cent, under flve.^ y 

Like the co-operative granaries already described the Bava- 

(o) The BaTBrian Agri- riau bank owes its origin to the agrarian 

cnitnrai Bank. crisis of the nineties and was founded ex- 

' In Prussia alon? agricnltnral debt, of wbicb a large part must be mortgage debt, amonat- 
ed in 1903 to £377 millions. (Enquiry by Professor Saring). 

' The Association at Dresden is not actually re^stered under the Co-operative Societies 
Act of 1839, but its general organisation and spirit are co-operative. 

' For Saxony the corresponding figures are 56 and 5 per cent. 
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« 

aotly 25 years ago, in 1896. It has 25,000 members of M'hora 
about 2,500 are no longer in debt to the bank.' A 100-mark 
share must be taken for every 5,000 marks borrowed, and, as no 
one may hold more than 1,000 sbares, borrowing is limited to five 
million marks. ^ When a mortgage debt is repaid shares are re- 
turned, or,Uf it is desired to remain a member, a single share i& 
retained. Dividend on shares is limited to 4 per cent.' 

The Dresden Association, which was founded as Jong ago 
(i) The Agricultural cre. as lg64, also has shares, but no one may. 
dit Association at Dresden, holtt more than One. ^ The amount pav- 
able depends on the amount borrowed and 
varies from five shillings (50 .marks) for a loan of £25 (500 
marks) to £5 for a loan of more than £2, COO. In this- 
case there is no limit to the amount that may be borrow- 
ed ; nor is there any limit to dividend, an example which 
should not be followed in India. Another and an impor- 
tant point of difference between the two associations is that in 
Bavaria liability is limited to 10 times the value of the share 
capital, whereas in Saxony mei^bers pledge their entire landed- 
property.- No business enterprise could have a stronger and a 
wider basis. The war indeed has shown that the security of land 
maybe greater even than the security of Government, A re- 
markable illustration of this will be given later. ^ 

83. At the outset neither bank could entirely dispense 

g^^^g ^.^ with Government assistance. The Dresden 

association was given a cash credit of £37,500 

to facilitate the sale of its bonds, for which at first there was 

little demand. But four years later the account was closed, and 

since then the bank has been self-supporting. The Bavarian^ 

bank has been less independent. It has never repaid the initial 

Government loan of £250,000 with which it was floated, and 

£50,005 of this.is still fr§e of interest. In 1919 another £17,000^ 

was advanced, also free of interest and for an indefinite period, 

out of the profits made from food control. It was a condition of 

this loan, a condition that might be imitated in India, that the 

four co-operative central" banks in Bavaria should advance 

> Marks ldl4 1921 (approx.) 

100 - ' £5 10 shillings 

5,000 - £250 £25 > 

5,000,000 = £250,000 £25,000 

» Per an abstract translation of the by-laws eei CabiU'a Report, p. 60. The more- 
important recent amendments are given in the account that follows. 

' No other land credit association has shares. 

* Paragraph 92 (d). 

' 3,400,000 marks. 
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anther £10,( 00.^ at 3 per oent. In spite of so much assistance- 
the bank, till recently, has never had as much capital as it re- 
quired. It has no deposits, whereas the association at Dresden 
at the end of 1919 had 20 million marks. The contrast be- 
tween the two institutions suggests that Government assistance, 
sparingly given in the one case and lavishly in the other, has- 
been a source of strength in Saxony aad of weakness in Ba;va- 
ria. If this inference is correct, it bears out the general con- 
clusion given above in regard to State help,'' 

^9. Anyone can obtain a loan, even though agriculture is^ 
, ,^ , ^ not his principal profession, provided that 

Property that can be . ~ '^ ■, '^ '■ / i .1 t i 

mortgaged. m Saxony he owns not less than If acres, 

and in Bavaria he has enough land to justi- 
fy an advance of 5C0 marks. ^ House property is only taken into- 
account in so far as it is required for farming. Residential and 
amenity value are not regarded, nor are cattle, implements and 
other agricultural appurtenances. The basic principle is that 
no property can support a mortgage which is not immoveable. 
In Saxony this is applied even to timber. In Bavaria forests 
are too important to be entirely exoluied, but they can only be 
considered when insured and systematically worked. With rare 
exceptions only first mortgages are accepted. In Bavaria a 
second mortgage will only be taken when the bank holds the 
first mortgage. If a loan is required to pay ofi an old mort- 
gage, the money is paid to the mortgagee direct, either by the 
association itself or through one of its local agenter If the maxi- 
mum loan that can be sanctioned is not sufficient to clear the 
old mortgage, no loan will be made. 

90. Before a loan can be gisreu the land must be valued.- 

Vaiuation — ^^® importance of accurate valuation can 

(o) lu saioiiy. scarcely be exaggerated. If too cautious^ 

credit is unduly restricted ; if too liberal, the 

bank is endangered. Each association has its own method. In 

Saxony the basis is the land tax. Eorty times the tax is taken as the- 

approximate value of the land, and advances are made up to 60 per 

cent, of the amount. As, however, the tax is based upon a land 

assessment made in 1843 and land values have risen enormously 

since, more will be advanced if desired. In that case some 

• reliable member of the association living in the neighbourhood is 

asked to inject and report upon the land. Sixty per cent, of his 

valuation is the maximum that can then be given, but to guard 

against loss n9t more than 50 per cent, is usually allowed. In^ 

' Tvro million marks. 

' Paragraph SO (o). 

» 1914 : £25,>ow about £2 -. 10. 
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determining fhe precise amount, the quality of the land and the gen- 
erat agricultural conditions of the neighbourhood are considered. 
These can be readily, ascertained f I'ooi infoi-mation available at 
headquartejs. Information of this kind is important, for without 
it local valuations could not be checked. If ' thei-e is reason to 
doubt the latter, a member of the Council of Administration is 
sent to the spot to report. But on the whole valuations can be 
trusted, and it is only occasionally that local influences induce 
too generous an estimate. The association has about 300 spe- 
cial local agents .called "men of trust" (Vertrauensmanner), 
who are freely used for the purpose of valuation. For this . they 
only receive a fee of a shilling or two. 

In Bavaria no attention is paid to the land tax, which is 
„. , ^ . considered too mechanical a test to apply to 

Widely varying individual circumstance, 
though it is admittedly a convenient practical basis till the ne- 
cessary local knowledge can be acquired. iSTor is much advant- 
age taken of the local agent who is only used in doubtful cases 
of small importance. For the most part tlie bank works through 
its own officials, who are encouraged to go to the spot as often 
as possible, in order that they may acquire the local knowledge 
which is regarded as the only sure basis for accurate valuation. 
When land is inspected, the official has to gauge not only sale 
value but also net yield, payiBg, however, more attention to the 
former. Net yield is naturally difficult to estimate, and in 
Saxgny, with some show of logic, it is ignored on the ground 
that it varies with each cultivator, and that in the 50 or 60 years 
that a mortgage lasts the cultivator may change several times, 
Neither in Bavaria nor in Saxony is the present inflated value 
of land, due to a grossly depreciated currency, accepted as a ' 
basis for loans. But, whereas in Saxony agents are specially 
instructed to value at pre-war rates, in Bavaria a 10 to 25 per 
■cent, increase in value is admitted, as it is assumed that prices 
will not return to a pre-war level. On the otheI^ hand not more 
than 5X) per cent, of the total value may be advanced which is 
10 per cent, less than the maximum limit in Saxony. 

The dominant feature of both systems of valuation is cau- 
tion combined with accurate local knoiwledge. 
Of the two the Bavarian system is likely 
to be the better adapted to India, as it would be di&cult at fi;r8t 
to find a sufficient nuniber of suita,ble local agents, and delay 
Tvould be almost inevitable. In Saxony it takes no more than 
a fortnight to obtain a valuation, and in Bavaria ^ith its more 
bureaucratic system it is said to take only ten days, and less if 
the case is urgent. But India could hardly expect to rival this. 
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91. Both in Saxony and Bavaria the losal agent or ' matt 

of trust ' is an imporfcaufc link betTeeu the 
""^ , ^° '■ bank and its many thousand members. In 

early days in Saxony he was generally a village sohoolmister or 
a parish priest, but the spread of education has made it possible 
to use the small proprietor. In Bavaria! the agricultural 
teacher is still freely employed. Though only bare expenses are 
paid, plenty of good men are available as co-operative spirit is 
strong. In addition to making valuations they assist the iu- 
experienoed cultivator with his application, and in Saxoay they 
sometimes accompany him to the bank to steei? him Through the 
perplexities of mortgage credit forrnalities. Eor this they re- 
ceive a commission of |th per cent, of the loan. In India a simi- 
lar system will be almost a necessity to the illiterate cultivator. 

92. We come now to the crux of the matter, namely, the 

issue of bonds. As most people know, this is 
or gage on . ^^^ j^^^ mortgage loans are financed. They 

(a) Their Issue. ^rc issued in serics varying in value from 

£25,000 to £50,000. ^ This is done for convenience, as it is easier to 
deal in a series than in an indefinite number of isolated bonds. 
Like any other type of security, they are bought and sold on the 
stock exchange and carry fixed rates of interest, which may differ 
from series to series, but are the same for all the bonds of a single 
series. Originally in Saxony they were given to the borrower to 
negotiate, but, 'when it was found that this put hina at the mercy, 
of a market that he did not understand, he was paid in cash. This 
is now the universal system and the only possible one for India. 

Neither in Saxony nor in Bavaria does the borrower get the 
, „ full amount of his loan. 2 per cent, is deduot- 

(S) Uoilnotiona for Ex- ,» ji ai'/i iv 

penses, etc. ed for expanses and stamp duty (J per cent.), 

and in Saxony there is a further deduction, 
of 3 per cent, to cover any possible loss on the sale of the bonds 
issued against the loan. If, for instanee, the current market rate 
for bonds of a particular series is 101, only 93 per cent, will be 
paid to the borrower in cash. 2 per cent, is deducted for expenses 
and 3 per cent, is retained till the whole series is sold. This may 
take three or four years, at the end of which, if the total price ob- 
tained for the bonds (less the 2 per cant, deducted for expenses) 
exceeds the total amount paid in loans, the balance will be credited 
to the members concerned in proportion to their loans ; or if there 
is a deficit, which however is rare, their accounts will be debited 
instead. 

— ^ ■ -— mt 

> 5 1 1 10 million nnrks. 
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For the first two or three years hoth banks found it difficult 
i\ V ^ i^-« u- to sell their bonds. We have already seen 

(«) Early DiflSculties. xi. . • a at. j-m li "^ j. i 

that m Saxony the dimculty was met by 
obtaining financial assistance from Goyernment. In Bayaria. 
the commercial banks were given a specially favourable com' 
mission to induce them to do their utmost tasell the bonds. Gov- 
ernment pressure, too, was applied to Public Trusts, Local Bodies,. 
etc., to buy them. Both in Saxony and in Bavaria the bonds have 
been declared Trustee stock. " 

In Bavaria the bonds have fluctuated little in value, but in. 
«^ M t . T-i ♦ f Saxony in 1870, owing to the Eranco-Prus- 

(<J) Market FlnctnatioM. . ^ ,i j! li . "ort rru i. 

sian war, they fell to 82. The recent war 
had just the contrary effect. The bonds, which in 1914 stood at 
97, rose to 113 and in October 1920 stifl stood at 108. At that 
time war loan stock, issued at 98 and carrying a higher rate of 
interest, stood at 77|. This remarkable contrast is due to the fact 
that the land on which the bond is secured is as valuable as ever,, 
whereas the credit of Government has been shaken by deprecia- 
tion and defeat to its foundations. It is a good illustration of 
what was said above, that ultimately the security of land may h& 
even better than the security of Government. 

It is a fundamental principle in the issue of these bonds that 
,„ , they must not exceed the amount on 

' le) CancelUDg or Sondg, i"^!* j-i a t 

* loan. Accordingly, as repayments are made, 

bonds of a corresponding value are redeemed either by purchase ' 
or,^ if they stand above par, by annual lottery. In Saxony, till 
recently, bonds had to be bought in by lottery at par, and as 
their price generally stood below par, this was an advantage to 
the bondholder. Now, however, the bonds are too popular to- 
need a fillip of this kind. Por ordinary mortgage banks it is, I 
believe, laid down that the value of the. bonds issued should not 
exceed 16 times the amount of their paid up shares and reserve,. 
Though this ratio is not adhered to -by either of the two associa- 
tions I am describing, it might be prudent to do so in India, at 
least till experience is gained. 

93. In Saxony there are two scales of repayment. One 
extends over 59, and the other over 78 
Bewment of Loans, years. In the "first case ^ths per ceut. of ^ 

(a) Amortisation systen.. the mortgage debt is repaid each year, 
in the latter only fth. In Bavaria,j 
subject to a minimum am^ual rate of ^ per cent, which takes 52^ 



1 In Bavaria a temporary excess must be covered either by cash or by Government bond» 
rained at 5 percent, below their market valne. 



9i 

f^ais for full paymient, a inembef may decide for himself 
tfte raite of repayment. This rarely exceedii 2 per cent, of the 
loan. These repayments, which ari9 made every 6 months, 
are credited to a sinking fund, which i^ allowed to accumu- 
late at cpmjound interest till sufficient to 6xtingui^h the- 
mortgage. In addition to principal the six-monthly amor* 
tifiation payment includes interest on the loan, now 4t per cent, in 
both banks, '^ and a charge to cover the oost^ of mainELge- 
ment. In Bavaria ^ per cent, is charged for the latter, but in 
Saxony not more than iT)th per cent. A charge is necessary, 
as the rate of interest paid by the borrower is exactly the 
same as that paid to the bondholder. ! 

A loan canliot be recalled, except in special circum- 
stances which are specified in the by-laws, 
dak ^P^y™*" * °^ Generally speaking they are circumstances 

threatening the security of the loan, but 
the power is rarely, if ever used. It is, however, a necessary 
safeguard. A borrower on the other hand may repay as 
soon as he wishes. But in that case, so far as Saxony is 
concerned, a repayment made before it is due must be made 
in bonds, and the bonds must be of the same series as the 
bonds issued to cover the loan. In Bavaria, cash will be 
taken subject to six months' notice. The fullest advantage 
of the privilege has recently been taken, as the war has brought 
a momentary prosperity to the farmer. In the lasts years 
the Bavarian bank has been repaid 30 million marks before 
the prescribed date. The proprietor's gain is even greater 
than app'ears, as these 30 millions were borrowed in gold 
and have been repaid in paper. It is estimated that the 
mortgage debt of Bavaria has been reduced by a quarter. 
This phenomenon is not peculiar to Germany. Probably 
every country in Europe, in greater or less ' degree, has the 
same tale to tell. It is not that war and rural prosperity 
go hand in hand, but war paralyses the town and leaves the 
country relatively unscathed. 

In these circumstances, as can be imagined, default is ra*e. 
. In Saxony at the end of 1919, out of a total 

(c) Defaulter.. ^^ £132,000 of interest due to the Associa- 

tion only £75 remained unpaid. But even before the war 
default was uncommon. In the 10 years ending with 1913 the 
average number of auction cases in Saxony was less than one 
per 1,000 borrowers. Before land is auctioned, the defaulter is 
given 15 days' grace, at the end of which a reminder is sent. 
Failing payment within 8 days, the member is sued and 1 per cent. 

> In the Baramn bank the rate may not, uader tlie By-lavrs, exceecl 5 p.c. 
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penal interest is levied. Process is summavy, but even so, if the 
proceedings involve an auction, they may easily last six months. 
When for good reason repayment is difficult or impossible, an 
extension of three months will be given. If more is needed, a 
local agent is asked to report. 



94. In addition to tbe ordinary mortgage business the 
' i. , . T Association at Dresden makes a certain 

snort-term lioaaa. , niii i ^ 11 

number of short-term loans secured by 
mortgages. This is only done when a loan is not required for 
more than two or three years, or when the market is too 
-unfavourable for the issue of bonds. In that case the loan will 
. be converted into a long-term mortgage as soon as conditions 
improve. The business' under this head is small, and in 1919 
the amount outstanding was only £32,000. 

[ 95. A word must now _ be said about management. The 
'^;' " Bavarian bank is organized like any other 

"•' """ge"™ . _ co-operative society ; that is to say, it has J a 
committee and a board of superTisi'on. The former consists of 
two paid officials.. The organization of the Association at 
Dresden is more elaborate. In addition to a directorate -of thrcQ 
paid officials, there is a Council of Administration and a joint 
committee formed of the directorate and the council. There 
is also an entirely separate audit committee of 5 chosen by the 
General Assembly to check the accounts. In Bavaria the dir- 
ectorate is elected by the General Assembly, but in Saxony thia 
is done, with perhaps greater prudence, by the council. The 
members of the latter are paid a fee of £5 ^ a year. In Bavaria 
the members of the corresponding board of supervision receive 
only their bare expenses. Both bodies are in effect honorary. 
The General Assembly is held once a jpscv, but is poorly 
attended, ift Dresden in 1919 only 53 out of 15,000 members 
were present,. and at Munich not more than 40 or 50 come. 

96. In Bavaria, owing to Government's large financial 
interest in the bank, there is a State Com- 
apervision. missioner who attends the meetings of the 

board of supervision, watches the bank's dealings in bonds and 
generally controls its affairs. The Association at Dresden is 
also subject to supervision of a similar character. Land 
Credit is too complicated and the interests at stake too important 
for Givernment to' remaiu entirely aloof. This applies Lot only 
to Germany but also to Denmark, Holland and Russia.'' India 
<;an hardly expect to be an exception. 

. . : m 

I 1,000 maika. 

< Smitb-Gordon, Co-operation for Farmers, 
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' 97. Both associations advance considerable sums to local 

, ^ ^ , _ ^. bodies ■who borrow freely for roads, water- 

Loana to Local Bodies. , -i,". i -i ■•■ 11. 

•works, electric scnemes and other public 
•worts. The loans require the sanction of Government and are 
usually made for SO years. They are secured agaiinst the entire 
resources and taxing capacity of the local body concerned and, 
as in the case of mortgages, are financed by tbe issue of bonds. 
In Saxony these loans are almost double the amount advanced 
to individuals and at the end of 1919 totalled nearly £2 millions. 
It ■would add much to the utility of a mortgage bank in India 
if this form of credit could also be undertaken. 

98. Together the two associations have advanced over 
_ , , „ „ . £li millions^ to agriculturists. The Bava- 

Extent of Eusineeg. .8 , , •. , ° , r, 4 on I n 

nan bank claims to do about 30 per cent, of 
the total" land mortgage business of Bavaria For 1919 tbe com- 
bined profit of the two institutions exceeded £4,000.* 'J he stately 
premises of the Dresden Association suflficiently attest its pros- 
perity.- The Bavarian bank is also weli housed. Good housing is 
indeed a marked feature of the larger co-operative institutions in 
Germany.^ 

99. The Bavarian bank is the only land credit institution 
T^^n^f..,., .t e- T- -^ in Germany that is registered as a co- 

Importaace of Simpluity. ,. - . , mi. • j; -^ ^ i 

operative society. This form it finds a 
little irksome. Under the Co-operative Societies Act of 1889 
not only must every society have shares hut, subject to notice, 
every member can withdra^w witb his share -when be likes.* 
lu the last five years, owing to so many mortgages being prema- 
turely extinguished, nearly 5,000 members have withdrawn. 
The disadvantage of this is obvious, and incidentally the return 
of so many shares involves much office work which adds to the 
cost of management. Shares, too, involve dividends and the 
issue every year of 25,000 dividend warrants is no light task. 
On the other hand shares bring capital which may be badly 
needed. The directors suggested that it would be better, either 
to have a substantial entrance fee without shares, or equal shares 
(each member holdin-g the same amount) without dividend. 
In either case, to obtain capital, members might be obliged 
to pay a special commission on their loans or a contribution 
proportioned to the amount borrowed and repayable on the 
extinction of the mortgage. The directors added that, whatever 
form is adopted, simplicity was essential. The costs of management 

»=r ■ ' : ._„ 

' 300 million marks, 

• 800,000 marks. 

' Nowbere in Oermany did I see anything in any way corresponding to the cxigaons 
quarters occupied by tbe Registrar and his stafE at Lahore, 

* See Appendix (i). 

h2 
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•depend upqa this, and incidentally the reperve, which can only 
be built up out of profit. Under their by-laws both associa- 
tipns have to carry 1 per cep,t. of |;heir profit to reserve. Bat 
thi^ is only a minimum, ^nd the Bayarian bank in addition to a 
^statutory reserve of £3,000 has a spepial reserve of 07er £J,^(V).} 

100. In Bavaria, and to a lesser extent in Saxony, the chief 
. . ^ , ^^ „ obiect has always been to» assist the small 

ABRistance to the small ■' . , mi . j i • i • < i i -i 

Proprietor. proprietor. That this object has been sub- 

stantially achieved in Bavaria is shown 
by the fact that, up till 1912 (no later figures are available), 64 
jer cent, of the total number of loans were given to proprietors 
of 25 acres or less, and in 1919 63 per cent, of the outstanding 
loa,ns were for sums of 5,000^ marks or less. This is a satisfactory 
repord, as there is always a temptation to prefer a single loan 
of large amount ^to a number of sinall loans which; involve 
much more labour and expense. 

101. An all important question remains. Borrowing has 
„^ , „ ,, been rendered easy and cheap, but has debt 

Effect upon Dett. , , j <5 mi ^ • j. • 

been reduced r There -^is no certain answer 
tq) this question. The directors of the Bavarian bank thought 
it most unlikely that debt had increased, as thp Bavarian peasant 
has a- healthy fear of debt and always does his best to be quit of 
it as soon as possible. Moreover, the object of every loan has to 
bp stated, and if the bank is not satisfied of its utility or neoes? 
sity, the loan will be refused. In Dresden the competition be-- 
tween the different banks makes this injpos^ible. In India it will 
undoubtedly be advisable, for in a backward country, where debt 
is almost a habit, cheap credit must be controllpd or it becomes 
a curse in&tead pf a blessing. A good safeguard is the provision 
that not more than 50 or 60 per cent, of total value may be ad- 
vanced. A minor safeguard is the rule of the Bavarian bank 
that any loan exceedipg £260 requires the sanction of the 
l)oard of supervision. 

102. If these two institutions have been described atexoep- 
. , , „ tional leneth, it is because the organization 

Importance of Land Cre- « -ij. ' j; ^ i tj.''j> i 

dit to India. of a sound system of land credit is at urgent 

need in India. Nowhere is the need greater 
than in the Punjab which with its 40,000 money lenders is the 
most usurer-ridden province in the country.^ Recent enquiries 
show that the agricultural mortgage debt of the Province can 
hardly be less than 20 crores of rupees.* The bulk of this is 

Hi million marks. 
»1914 = £260. 

1921 = £25 (appt(^.) 

^Calrett, Co-operation in the Punjab. 
*£W millions. 
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borrowed at an average rate of 12 per cent. A proper system 
of land credit would reduce the rate to 8, if not to 6 per cent, 
iji Germany the reduction has been from 7 or 8 to 4 per cent. 
The Punjab might therefore ultimately save a crore of rupees a 
year, which could be applied either to the redaction of debt or to 
the development of resourses. And there would be the further 
advantage that lending would be controlled, promiscuous borrow- 
ing would cease and unprodactive debt would gradually dis- 
appear and productive take its place. To the sceptic all this 
may well recall Utopia rather than the Bast, but 15 years ago 
few thought that it would be possible to free the cultivator from 
the immemorial bondage of the, usurer. Yet in manyjparfcs of 
India his power is already shaken, and in the Paajab aloae 
nearly 8,000 village banks stand in his place. The problem of 
personal credit has in fact been solved. Now it is time to tackle 
the more difficult problem of land credit. At the outset finan- 
cial assistance from Government will be necessary, as it was 
with the first village banks. But eventually there is no reason. 
why the land should not finance itself. One reason why land in 
the Punjab fetches an almost fantastic price is the absence of 
good investments for surplus capital. The bonds of a good land 
credit bank should help to remedy this. If at the same time, as 
haa been urged above/ the village bank is made a reservoir for de- 
posits as well as loans, there should be no dearth of capital. 
IFinally, a properly' organized system of land credit must ulti- 
mately drive the money lender from his last stronghold.^ There 
are few relationships so injurious to both parties as that of money 
lender and borrower. In India it is almost invariably demoraliz- 
ing, and rt makes little differeace whether the money lender is 
a bania or an agriculturist. It is only when lepding is imper- 
sonal and when it is controlled that it does not do harm. The 
great merit of co-operative credit is that it; satisfies both 
conditions. 

•Para^aph 6. 

'That the problem ia at once important aad farmldable is showa by the follairing :-~" Money 
lending is th e largest trade in the province ; it yields profits that exceed those derivod from agri« 
ciiltare ; it has led -to estrangement between class and class, and at one time threatened tlis 
rnin of the Punjab's one big industry " — Calvert, Oo-opiraUonin the Panjai, page 5. 
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CHAPTER VIII.— Electricity societies. 

103. In India outside the larger towns electricity is rarely 

available. At first sight, therelore,Jt would 
^ Rapid ihcreue m Ger- ^^^j^ superfiuouB to Write ol electricity so- 
' " _ cieties. Ihere are, however, signs that as the 

priKiitive " chiragh " has given way -to the kerosine lamp, Fothe 
latter will eventually have to yield to electric light. Already in 
the Punjab schenoes are afoot for supplying half the province 
"with electricity. The example of Germany shows the potential 
value of this to the development of agriculture. Nearly every 
agricultural machine I saw, whether for threshing wheat,- cutting 
fodder, hulling rice or elevating grain, was driven by electricity. 
Accordingly it is not surprising to find that in the last 10 years a 
large number of eleetiicity societies have sprung up to supply a 
teed, which the econoihic consequences of the war have only in- 
tensified. As. a result of the war everything is scarce and oorres- 
Tondingly dear. Coal and oil are only to be had with difficulty. 
Eorses and draught cattle cost fabulous prices and wages are- 10 
times what they were. It is natural therefore that Germany 
should turn to her hills and to her mountains for the one ,thing 
that is as abundant as ever. "V^ith an ample supply of water 
fover and "with the electricity that can be generated from it, the 
labourei can be replaced by the machine, horse and bullock 
by the tractor aid the oil lamp by electric light. That the 
jrocess has already begun is sho"wn 'by the fact that at the end 
cf 1920 there viere 2,&70 ekctricity societies of which 1,701 
have been started in the last two years. Many scoieties, in 
JEavaria for instance 15 out of 63, have their own power stations, 
tut with iiiOBt the object is simply to provide their members 
vith electricity which is obtaiied from a central" power sta- 
tion. This is the form that might, I think, be introduced intoN 
India and which I now propose briefly to describe. 

104. To secure electric light two main operations are ncces- 
ni.Ti*v.- e i- sary. A general distribution system must be 

Ihe DuttJliDtion System.- •',, °, ,. ii"'jjiixT •!.%. 

erected, and each house must be fitted . witb 
an installation. The former is always done by the society, but in 
I3avaria the latter is usually left to members to arrange for 
themselves. In that case the so^ciety, to ensure a sufficient 
measure of uniformity, stipulates that only certain firms shall be 
clealt w ith. In the Ehine Province a number of societies under- 
take both operations. But experience seems to be against this as 
it involves more supervision than can be expected of the average 
EQciety. In Bavaria, when the distribution system is complete, 
it is often surrendered to the central power company without pay- 
nient. The advantage of this arrangement is that all maintenance 
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charges devolve upon the company ; its disadvantage that 
it places the society at the company's mercy. In Bavaria this 
is not considered a serious drawback, a& electricity supply com- 
panies are strictly regulated by law. In the Rhinelaad on 
the other hand it is tho rule for societies to maintain their own 
distribution systems, and, unless it is proposed to dissolve a society 
as soon as the cost of erection has been recovered, this wo^ili 
Beem to be the wiser course. 

105. If the system is surrendered, the cost of erection is 
^ ,„ ^ recovered from members by annual pay- 

Psyment of Cost. .. ^ • t • ■• i i i> • i. j. 

ment*, which mclude a charge for interest 
and extend over a considerable period. Beforo the ys'ar the period 
fixed varied from ] to 20 years, but owing to his prosperity 
during the last two or three years the small peasant proprietor has 
been able to pay much faster than was expected. Consequently it 
is impossible to say how long would normally be required for 
full payment. In the Punjab it could hardly be less than 
15 or 20 years, except perhaps ia districts where money was 
unusually abundant. If the distribution system is retained by 
the society, the problem is substantially the same though the 
method is different. Capital cost has not to be recovered as 
Buch, but every year allowance must be made for depreciation. 
In the Ehineland societies are recommended annually to 
write off 5 per cent, of the original cost, which means that the 
Trhole will be paid for in 20 years. A good example of this is a 
society of 40 members, which in 1913 erected a distribution 
system at a cost of £760 and in the first 6 years wrote off £200^ 
and in addition carried £90 to reserve. This can only be done by 
fixing a fairly high charge for light and power. Payment f)r 
iiie latter is not Invariably made through the society. When, 
the distribution system is surrendered, societies usually allow 
their members to pay the company concerned direct. 

106, Like every other agricultural co-operative society 
^. . , . ^ which requires an expensive plant, electri- 

City societies are financed partly by share 
payments and paitly by borrowing from the local village or 
central bank. Occasionally a commune will guarantee a loan, but 
only when there is general eagerness to obtain electric light. 
The German co-operative banking system is so good that neither- 
in Bavaiia nor in the Ehineland, the two areas where enquiry 
■was made, has any great difficulty been experieaced in obtaining 
funds. Latterly indeed so much money has flowed into the coun- 
tryside, that many societies have been able to raise a substantial 
j»art of their funds from their me mbers. — Figur es for over 700 
Bocieties in 1919 show that about 70 per cent, of their working 
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-capital was borrowed. The proportion now is probably much 
less. 

. A greater difficulty than the provision of funds is to secure - 
that estimates are not exceeded, and that income and expenditure 
can be balanced without unduly high rates. In India estimates 
are proverbially unreliable. Accordingly every society should in- 
sist upon having its estimate guaranteed, if it wishes to avoid 
serious financial embarrassment at the outset. Indeed the 
yarious financial aspects of a scheme cannot be too carefully ex- 
amined, before a society commits itsolf irrevocably to an under- 
taking from which there can be no withdrawal. A creamery, an 
elevator or a factory will always fetch some sort of price if they 
have to be sold,^but -an electrical distribution system has no value 
apart from its special use. The greatest caution is therefore 
required at the start. Further, where payment for light and 
power is made through the society, the charges should be 
pitched sufficiently high to cover all expenditure and leave 
something over for reserve. This obvious truth would hardly 
meed to be stated, but for the fact that in 1918 nearly half 
of the 700 societies mentioned above worked at: a loss, which is 
mainly ascribed to the neglect of this elementary precaution. 
Too often the committee, influenced by popular pressure, is led 
io fix "a vate which is inadequate. 

107. Liability in these societies is usually limited, and, 
j^.j^^.,.j . provided share payments are substantial, 

this is generally agreed to be sound.^ But 
if a society is small or members poor, unlimited liability may 
be a necessity to enable a sufficient sum to be borrowed. This 
tendency has already been noted in connection with milk and 
vine-growers societies. The number of members in an electric 
city society varies much from place to place. Some have barely 
a dozen, others several thousand members, but the average runs 

from 50 to 70.^ 

■^_ 

108. A detailed account of a society I saw in Bavaria will 

serve perhaps to bring out more clearly some 

80^16°*'''"''"°*°^*'"^ °-^ *^® points explained above. Grosskaro- 

""^ ^' linenfeld is a long straggling tillage of 800 

inhabitants lying within sight of the Alps, raucti as Gurdaspur 
lies within sight of the Himalayas. But for a small factory it is 
•entirely agricultural. In 1917 the great shortage of coal, petrol 
and benzine led the more energetic spirits in thj village to try 
and form a society to obtain electricitj;^ from a central power 
.station in the mountains 1 7 miles away. There were the usual 

' Ib 1919 only 11 per cent, had anlim'ited liability. 
3 1 1. 1918 the average for 1,007 societies was 69. 



\ 



1Q7 

prejudices te overcome. One said electricity would be dearer thaji 
oil,aEother thqt it would be dangerous, a third that oil lamps were 
good enough foj* him. Eor 6 months the issue was doubtful, but 
at Jast, after half a dozen public meetings had been held, 56 in- 
habitants agreed to join and the society was launched. It has 
now 102 members, and onlv 20 irreconoileables hold aloof. Most 
qi the members are small proprietors, but they also include the 
local innkeeper, 2 blacksnaiths, a hanamersmith, a wheelwright 
^fid both priests. School and church,, too, are both lit by the 
society. 

The first step was to conclude an agreement with the nearest 
electricity supply company and link up the village with its cen- 
tral power station. The contract was made for 25 years and a 
•distribution system erected at a cost of £4,500. This WaS 
£1,400 in excess of the estimate, a point which is worth noting 
in view of Vhat has been said above. There was ' much grousing ' 
(viel geschimft), said the secretary oi the society rather ruefully, 
but fortunately there were no withdrawals. As soon as the in- 
stallation was ready it was surrendered to the company, which 
in= return undertook to maintain it indefinitely in proper order. 
The society has therefore no further expense in the matter. To 
meet the initial cost £1 shares were issued, each with a liability 
■of £100, on the strength of which a large loan was obtained 
from the local village bank at 4^ per cent. As it was decided to 
leave members to deal with the company direct, the cost of the 
system could not be- recovered through the price charged for con- 
sumption of light and power. Instead, each member was assessed 
at £5 for every electric lamp put into his house, and, if he had 
any machinery, at £10 for each unit of horse power. The sec- 
retary of the society, for instance, installed a dozen lamps in his 
house and was therefore assessed at £60. In addition he had to 
pay another £40 for the installation inside his house, every 
member being left to arrange this for himself. His total bill was 
£100, an amount which roughly represents what most members 
had to pay. Altogether v 00 lamps are now in use and machines 
with a total of 90 horse power are driven by electricity. Ten 
years are allowed for payment of principal and interest at 4| per 
cent., equal payments being made each year as with the repay- 
ment of a mortgage. During the last two years, however, mem- 
bers have made so much out of their land that of the original 
£4,500 all but £180 has been paid. Other-vfise this would pro- 
bably have taken nearly BO years. 

Very little now remains for the society to do. The distribu- 
tion system has been surrendered, members deal direct with the 
company for light and power, and nearly every one in the village 
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has joined. When the. outstanding balance of £180 has been, 
recovered, the society will have no alternative but to dissolve. 
Meanwhile it has conferred a great benefit on the village. The 
oil lamp has been almost banished ; the supply of light no longer 
depends upon a distant and uncertain market, but on the unfail- 
ing streams of the neighbouring mountains ; the danger of fire 
is appreciably reduced, and the smith, the wheelwright and the 
Cultivator can now use the most up to date machinery, in the 
last case to the great advantage of the land, In this one small 
society are admirably combined the tjhree great objects of agricul- 
tural Co-operation, better farming, better business and better 
living. I see no reason why in the more prosperous villages 
round the towns like Amritsar, Lyallpur and Lahore, the ex- 
ample should not be followed. 
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CHAPTER IX.— Craftsmen Societies. 

109. This report deals mainly with agricultural Oo'Opera- 

tioh, and so far only this side of the move- 

TheMoveuiont. ^^^^ ^^^ ^^^^ described. In the three 

following chapters, however, we must touch on the urban move- 
ment, which is too important for India to be entirely ignored. 

Craftsmen or ' Handwerker ' societies, as they are called, 
were started 20 years ago in different parts of 
(a) In Qermany. Germany On Schulze-Deh'tzsoh lines, though 

not by the Schulze-Delitzsch Federation. The latter held aloof, 
distrusting the influeuee of Government, which promoted the 
movement in the hope of weaning the craftsman from hia 
Liberal tendencies. At the end of 19i0 there were 4,215 societiesi 
of which 1,692 have been started in the last two years. ^ 
Urban as well as agricultural co-operation has felt the spur of 
the ever rising prices, and the craftsman, like the peasant pro- 
prietor, has been forced to combine to secare the material of his 
trade at a price that he can pay. Societies are nt)t very large. 
In 1918 the average was Jess than 70, Bat business is consider- 
al le. In the, same year goods to the value of well over 300 
million marks were sold. Financially societies appear to be 
strongj for they own 35 per cent, of their working capital. Pro- 
gress is, however, chequered with failuie. In 1918 11 per cent, 
worked at a loss, and in 1920 there were 250 in liquidation." 

In Bavaria, where I studied the movement, there are about 
,, ^ „ . 300 societies, and as many as 34 different 

(S) In Bavaria. .. i. ^ -r • ■,• , 

^ ' occupations are represented. I give a hs^ 

-as it shows not only how w'de is the appeal made by Oo-operatiottj 
but also how* varied is the effort needed to satisfy even the 
simpler requirements of civilized life. The societies include : — 

Bakers. 

Butchers. 

Grocers. 

Milkmen, ^ 

Laundrymen, 

Barbers. 

Tobacconists. 

Hotelkeepera , 

Watchmakers. 

BookbnderB. 

Brushmakers. 

All these different occtxpations have separate societias, though 
only the tailors, shoemakers and baikers have more than ten 

' But 625 were dissolved. 

'Some of these were doubtless cases of amalgamatioa. ' 



Electrical lastiument makers. 


Furniture makers. 


Shoemakers. 


Potters, 


Tailors. 


Tanners, 


Weavers. 


Saddlers. 


Joiners. 


Stonecutters, 


Carpen' ers. 


Sca£o!ders. 


Turners, 


Tinsmiths. 


Upholsterers. 


Look and. Coppersmiths 


Painters. 


Wood and Coal sellers. 


w indow-oleauers. 


Wheelwrights. 


Glaziers, 


Kopemakers. , 


Trellis xskers. 
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societies each, aod all but three classes are represented in the 
single town of Munich,\ which is as in)portaat a centre of 
Go-operation as any city in Germany. 

IIQ. Societies in, Germany are of two main types which 
Typ*, of sobiety. ^""^ °^*®^ combined, namely : - 

(a) Supply societies, to provide members with their pro- 
fessional reqiiirements, and" 

(h) Production societies, which undertake contrdbts and 
distribute the work amongst their membiers who are 
paid a fixed wage. A few of these are pure produfi'- 
tion societies, that is to say, they have a common 
workshop, but this is a difficult form of Oo-operafcioHy 
and in most proiuction, societies the membet works 
at home. 

111. Supply societies are the commonest as they are the 
ahe Supply Society. simplest type. In 1920 one half belonged 

to this category. Their two dangers are a too 
(a.) Difficnitieg. liberal allowance of credit to members, and 

a speculative tendency to buy more than is needed. The question 
of credit is governed by much the same considerations aff ii^ a 
rural supply society. The period for which it is allowed should, 
however, be shorter, as a craftsm.an's income comes in more steadi- 
ly than a farmer's, and theve is less hold upon a man living in 
a town than upon a man iu a village. Very few societies deal 
only for cash, and I feai; that neither town nor country, occupa- 
tion or caste, affects the universal disposition to go ' on tick '. 
Even more important than the question of credit is skill in pur- 
chase. The crux of good ' supply ' business is to buy well. 
Every rural supply society has an agricultural wholesale society 
behind it for both purcbase and sale. Many craftsmen societies,, 
too, have Unions which perform a similar function. At 
Nuremberg I saw one that supplied 70 tailor societies scattered 
over Southern Germany. But most societies have to depend- 
entirely upon themselves, and recently, owing to a sudden slide 
in the market, heavy losses have been incurred. In one case a 
tailors' society in Munich, which will shortly be described, lost 
£6,000^ > 

Dealings are not exclusively with members, unless neither 

g^^^^ warehouse nor shop is maintained. The 

tendency to have .one or the other is 

increasing. The .Warehouse is ^eneraUj preferred as it is 

simpler, but the shop is more profitable. The tailors usually 

•Population la 600,000. 
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tave shops for articles Trhich cannot be handled in bulk. A 
•thing like cloth is generally supplied on a commission basis to 
avoid the large outlay of capital that would be required if it were 
stocked. The same applies to the shoemaker's leather and the 
baker's flour. Stock is checked on<;e a year by the committee 
under the direct control of the board of supervision. This is 
coEsidered sufficient, provided every article is checked and a 
cursory stocktaking is occasionally done. The auditor is not 
expected to check the stock as he has not the requisite know- 
ledge. For tailors it must be done by a tailor, for shoemakers 
by a shoemaker, and so on. ^ 

Audit is done by an Audit Union of craftsmen societies 
. . precisely similar to those described ia chap» 

^''^'*' ter 2-. In 1918 there were U of these 

Unions in Germany. The Bavarian Union, whose headquarters 
are at Nuremberg, is one of the largest, and early this year (1921) 
had over 300 affiliated societies. These are said to be audited 
once every 18 months, and it is reckoned that an auditor will audit 
60 to 80 societies a year. 

112. The following points, stressed by the President of the 
Miscellaneous Points. Bavarian Union, are worth noting : — 

(1) Shares should be substantial, but no one should be 
allowed to take more than 5 or 10, as a large shareholder may 
seriously inconvenience the society by withdrawal. ' 

(2) Borrowed capital should not be more than thrice the 
amount owned. It is a weak point of weavers' societies 
in the Punjab that they have been obliged to borrow 
so heavily. Last year they owed eight tiines as much ^s they 
owned, whereas in Germany in 1918 the corresponding ratio far 
craftsmen societies was less than two to one. 

(3) Deposits should not be taken, as there is a tendency 
to invest them in superfluous stock of to use them for extending 
credit. Not all societies, however, adhere to this rule. 

(4) No non-member should ever be given credit. This i& 
plain common sense, yet it is surprising how often the rule i& 
broken. 

(5) In supply societies it is better to sell at market rates^ 
and give a rebate than at cost price without the rebate, for, when 
prices fall, only market rates will be possible, and if this- 
involves loss it can be covered by the profit made when prices 
ars high. But if, when prices are high, goods are sold at cost,. 

~it will be difficult to meet any loss due to a sudden fall. The 
best authorities are nearly all on the side of market price cum 
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rebate, but it is one of those points on which the co-operator 
-often thinks he knows better than his expert adviser. 

(6) A society's reserve should be not less than its paid-up 
share capital. Till then 20 to 25 per cent, of the annual profit 
should be devoted to it, and thereafter 5 to 10 per cent. The 
importance of this will shortly be illustrated. 

(7) Committees are no longer "^ honorary as everything, 
including time, has gone up in value. 

]13. One of the most remarkable societies in Xunioh is 
a combined supply and production society 
A Tailor Society^ of 1,200 mastcr tailors, some of thera con- 

.(o) Its Constitution. siderable employers of labour. The jour- 

neyman tailor is not admitted. There were 
originally two societies, one founded for ' supply ' in 1886, and the 
other in 1916 for ' production ' to take advantage of the large 
military contracts arising out of the war. The two societies 
joined forces in 1920. Th^y operate in two. out of the eight 
districts of Bavaria. Within the same area, but confined to 
single villages, are five more tailor societies. The Munich 
society is of the usual form. Shares are £2-10-0^ each and must 
he paid up within three months. Liability is limited to twice the 
value of the share, and no one may hold more tha n ten shares. 
A shop is maintained but only professional requirements 
„, „ , ,. ... are supplied. When I saw it last 

(i I Speculation and Lobs, __ i ., , ■. i ■, ,-, 

November it was overstocked and the 
value of its goods • was nearly £S,000. There had been much 
speculative purchase at inflated prices which suddenly fell, and 
ti loss of £6,000'* was the result. The last balance sheet showed a 
loss of over £2,000, and to cover it there was only a reserve of £500. 
The society was saved from disaster Isy its sister society now amal- 
gamated with it. The latter' s profit for the year was sufficient 
for a dividend of 90 per cent., a point which illustrates one of the 
present limitations of productive Co-operation, and incidentally 
helps to explain the. yise in the price of suits. As most of the 
members of this society were also members of the supply society, 
the profit qf the one was applied to meet the loss in the other. 
This was not the first time a large profit had been md,de. In 
less than three years of war 309 par cent, was earned from military 
contracts. In the unfledged co-operator the profiteer is as strong 
AS in any one else. 

Dealings in the shop are not confined to members, but non- 
) Finance members get no rebate, which is usually 4 

or 5 per cent, a year. A member is allowed a 
month's credit up to f of the value of his shares. In 34 years 

'500 marks, -fc 'f!^ 

*l,aOO,000 ni*rk8.| .09, -. cpj 
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not a penny has been lost through this, a fact which is 

attributed to the searching enquiry made before a member is 

admitted. In August 1920 Ihe society had £3,009 of its own. 

Another £9,000 had been raised by. deposit, , mortgage, and 

overdraft. Deposits are only taken from members and there is 

a savings bank for the purpose. The premises, which cost 

£5,000, have been mortgaged for £2,500. More has been spent 

on them than was altogether wise, as ,it is a sound principle that 

not more than the paid-up share capital should be invested ia 

buildings. 

The system followed in regard to contracts for work is 

characteristic of the ordinary production 

(<f) Contract System and societv- A contract is Undertaken to sup- 
its Advantages. i n ji ^ /-t j. 3 

ply a firm, a factory or a Grovernment de- 
partment with so many suits of clothes. The work is distributed 
amongst the members and paid for at a fixed wage, which last 
winter (1920) was o'70 marks^ an hour. Cloth is also supplied 
but, as it is now very dear, at least two shares must be taken as 
security against default. The work is done at home, and when 
finished the articles are the property of the society which is 
responsible for all profit or loss. Profit is distributed once a 
year in p roportion to wages. The society will not undertake 
the sale of articles made by members on their own aecount,^ 
fearing the competition that would arise if members were 
encouraged to compete with each other for work. One of the 
objects of the society is to secure every member a fair share of 
all available work. This is more lo the benefit of the weak than 
the strong, but it is the special property of Oo-operation to 
protect the weak against the strong. To the eflSoient master- 
craftsman, the advantage of a sociaty of this kind is that it 
enables him to hold his own against the three-headed monster 
of ring, trust and syndicate, which is rapidly swallowing up aU 
who stand for themselves. The independent master-tailor is 
finding it more and more difficult io preserve his freedom, and 
is gradually being forced to enter the service of others. By 
joining a co-operative society he does not entirely escape from 
service, but if the society is really co-operative and not another 
form of the Trade Union, as Italian societies are apt to be, the 
service may well be perfect freedom. There are five or six 
hundred master tailors in Munich and nearly all are said to be- 
long to this society, which shows that it satisfies a need. 

The society is managed by an executive committee of four in- 
, . „ , ^ eluding the manager who alone is paid. There 

(e) Management and • ^ t i e •• i'i j 

Reservn. IS also a board of supervision which meet* 

'Less than Mx pence. 
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about once a month, and twice a year there is a general meeting 
which on the last occasion was attended by 480 members. A 
small fund of £50 has been formed to help impoverished 
tailors. Owing to high prices and shortage of raw material, 
unemployment, when .1 was in Munich, was acute, and I was 
told that when work had to be given out bjr the society, a 
queue of members would begin to form as early as 4 A.M:. 
There are two formal " reserve funds and a third for taxes. In 
addition there is the latent reserve of undervalued stock, a 
feature common to nearly all the societies I saw in Germany. 
In this case furniture, etc., worth 50,000 marks was valued in 
the balance sheet at a single mark. Since the heavy loss 
experienced last year, it has been decided that at least 40 per cent, 
of the annual profit must be carried to reserve, till it is equal 
to the share capital which now stands at over £2,000. The 
society has made the painful discovery that a reserve cannot 
be too large. It only remains to add that its turnover for 1919 
was £30,000. 

114. Out of the 1,500 craftsmen societies existing in 
Germany in 1920, 1,280 were ' production ' 
Production Societies with socioties. A Small proportion of thesc, in 
a coivimou Workshop. Bavaria for instance barely a dozen, are 

pure production societies with a common workshop^ for their 
members. This is a form of Co-operation that is as difficult 
as it is advanced. To succeed a society must have a manager 
trained to business. This is rarely an easy matter, as most 
craftsmen prefer to work under one of themselves, and few 
have the necessary training. It is the same difficulty that was 
noted ia connection with granary societies.^ Away out of it 
is to have a member of the craft as a manager and a man trained 
to business as accountant, but only a large society can 
do this, and a large society of this kind is "a formidable 
undertaking. 

The crucial difficulty, however, is. to induce members to 
work together for wages in a common workshop. ' A healthy 
egoism' says * a recent report on Oo-operation in Saxony Ms 
the' mainspring of all economic progress. ' The pure j^roduo- 
tion society is a challenge to this doctrine. The battle between 
individualism and collectivism . has still to be fought. In the 
farm and labour societies of Italy Catholic and Socialist are 
putting the issue to the proof. Meanwhile, there is enough 
natural human egoism left to make a pure production society 
in any country a difficult matter. Too often in Germany the 



'Psrs graph 70. 
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more intelligent and vigorous members have bought up their 
society and converted it into a company to their own advant- 
age. The master craftsman, too, is apt to love his independence 
too well to sacrifice it to an ideal which restricts his liberty. 
He is at his best in the looser form of society just described, as 
he is used to working at home. . To him the common work- 
shop represents not greater freedom but less. On the other 
hand, to the foreman, accustomed to discipline and eager for a 
measure of independence, this type of society makes a stronger 
appeal, and when he is a member, it has more chance of 
success. 

115. The Cabinet-Makers Society of Munich is an instance 
A cabmet-Makers So- of thi'd. It was foundcd in 1910 by 13- 
^iety. craftsmen who wished to free themselves' 

(a) Its Constitution. ^^^^ ^^^ shacklcs of the wage system. It 

made a bad start for three dissatisfied members deserted almost 
at once, and when the war broke out it nearly collapsed, as 
12 out of 13 members were mobilized. Now, however, it 
lias done so well that the original members are unwilling to 
•add to their' number, and have fixed the entrance fee at 3,000 
marks (£15) and shares at 6,000, amounts that no ordinary 
craftsman can pay. In spite of this two new members were 
admitted last year and the total is now 14. Oo-operatively this 
-exclusivene'ss cannot be defended, but when by great effort a 
difficult and risky venture has been successfully launched, 
it is not in ordinary human nature to share the advantages so 
laboriously gained with those who have neither laboured nor 
-dared. It Is one of the dangers besetting all successful pro- 
duction societies that they are tempted to convert themselves 
either into a closed guild or into a company. The only remedy 
is to inspire man's ' healthy egoigm ' with an even healthier 
.co-operative spirit. 

Admission being restricted, it follows that non-members 
,., T, ... , have to be employed. There are 15 

(41 Positioa of non- „. „ ,, j"'xu • -j.- • 

in«mber Employees. Or 20 01 tnese and their position IS pre- 

cisely the same as that of the ordinary 
wage earner, except that they are employed by a society of 
"their own craft instead of by the more alien firm. They are 
paid 50 pfennigs^ an hour less than members, and have of 
course no' voice in the management of the society. W"here, 
too, a member gets 14 days' holiday a year oh full pay, a non- 
member gets only from 3 to 6. Non-membors have only once 
been out on strike. In the autumn of 1919, following the 
instructions .of their semi-political leaders, they demanded that 

'About a halfpeuDy, 
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a committee formed from themselves should have the entim 
distribution of work and wages, and that the manager's sole' 
function should be to provide both. After three weeks they gave 
in and returned to work. The craftsman through his society 
is beginning to realise the difficulties of the employer. On 
agother occasion, when for ar time Bolshevism gqt its bloody 
hold upon Munich, six men armed with l-evolvers entered the 
workshop and ordered everyone to down tools on pain of being: 
shot. This ' strike ' lasted ten days. 

All work is done in the society's workshop. This arrange- 
r ^n•^, n w i mcnt fs readily accepted as cabinet-makers^ 

(c) The Common Wcik- - •_, ■ "^ i i . i i , , 

shop, ' requite too much plant to work at home. 

A common workshop is therefore the only 
alternative to working for others. At first a small shop was 
hired. The present premises are more spacious and include a 
good show-room, where a considerable variety of well-made 
furniture of the usual solid middle-class pattern Was on view. 
Of the 14 members three no longer wotk for the society. One is at 
loggerheads With it and the other two have employment else- 
where. Workmen are divided into two categories, the one 
getting 20 pfennigs an hour less than the other. In cabinet- 
making there is said to be no great difference between vne class 
of work and another, except where intaglio work is concerned. 
The member who does this gets 70 pf . an hour more. 'tUxe grading- 
of the men is done by the two managers and is not diffi" 
cult, as all work together and each man's work is known. 
Everyone Works 46 hours a week, which is two hours less than the- 
usual scale. The wage paid is the market rate and is between 
9 and 10 times the rate paid in 1914. ^ ^ 

At first the society used to sell its furniture through an 
,^, «. • , r, ... association, but, as the manager said, good 

id) financial FoBition. . , •■,■,■, ^^ -nr i ^ 

work will always sell. Work was only 
undertaken to order, and this is still the case with 80 per cent, of 
it. There was once a loss of £125, and in 1916, when all mem- 
bers but one were away at the war, the balance, sheet showed a 
deficit of £160. The society was saved by its reserve, which "is 
another instance of the importance of this fund. There are three 
reserve funds. The first is thie statutory reserve, the second a spe- 
cial reserve to support the first, and the third is for bad debts. In 
addition there is. a large latent reservoj stock -wrorth £2,000 
being valued at only £150. The society owns nearly two-thirds 
of its working capital, and altogether its financial position is as 
sound as a bell. Dividend is not limited and last year 10 per 

— •for the three grades the average is 6'40 marks an hour agaiiast 70 paid in 1914,: for^Italy ef 
paragraph 183 (i). 
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•<5ent. was distributed. As no one may hold more than one share, 
ihis is not quite so un-oo-opefative as it looks, though it would 
■certainly be better to distribute profit in proportion to wages. 
At the start funds were obtained from a local co-operative indus- 
trial bank, which gave the society a cash credit account of £150. 
This was really insufficient, but members were keen to work as 
far as possible with their own capital, and somehow or other they 
managed to make it suffice. Though in several respects the 
society has deviated from strict co-operative principle, it repre- 
sents an advance on the ordinary wage-earning system of capital-: 
ism, for employer and employee, working continually side by side, 
Are in close touch with each other and better able, one would sup- 
;pose, to understand each other's point of view. 

116. Something m'ast now be said about finance. At the 
„. . , , . outset craftsmen societies obtained substan- 

Financial support of . . , . a - p >-. , i • t 

Urban Banks. tial assistaucc trom Government which, as 

we have seen, had a political end in view. 
Loans at a low rate of interest, combined with small free grants, 
were made, to many societies, very much ns was done in the case 
of co-operative granaries. The societies were also generously 
supported by the co-operative urban banks, whose chief object is 
ihe assistance of small industry. In many of these banks crafts- 
men form the rucleus of the shareholders. An important central 
'bank'^ I saw in Munich was founded by a butcher. Its first presi- 
dent was a bookbinder, and a painter is now president of the 
committee. There are even banks formed for a single trade, 
-such as the Bakers' Bank at Nuremberg, but they are diminishing 
as an urban bank needs more than one class of business to main- 
tain it. There is no doubt that the craftsmaa requires his own 
l)ank or at least a bank that understands him. He ii the peasant 
proprietor of industry, and, like his country cousin, liis security 
being as much personal as real, he needs a bank which is 
^prepared to take careful account of all his circumstances. This 
the large banks cannot do ; nor are they so cheap, charging 7 to 8 
per cent, where now the craftsman pays only 6. Moreover the 
<5raftsman is to some extent in competition with the interests 
Tepresented by the larger banks. While, however, special banks 
are desirable, it is important " that they should not combine 
banking and trade. ^ This point was discussed at length in regard 
to agricultural central banks, and the conclusion was reached that 
i)anking and trade should be separate.'^ The same holds good of 
urban banks. The Industrial central bank at Munich has .power 
under its by-laws to trade, but it has never used it believing it 

^The lUvarian Agricaltaral and ladaatrial Banf . 
Paragraph 38« 

i2 



118 

will be dangerous. It is probably a weakness in the weavers* 
central societies in the Punjab that they trade as well as 
lend. 

^, 117. I do not know the Punjab craftsman well enough to- 
. ,. .. . .y. 1, jv. sfl-y bo''' far what I have described is appli- 

Application to the runiab. Vi . i. .... ■,... ■"■ a i 

cable to his more primitive . conditions. At 
present the pure production society is probably beyOnd his reacli 
and also his desire, but the fact that there are now 50 weavers' so-, 
pieties, and that societies have recently been started for dyers, 
blacksmiths and oilmen is of good augury for the future. Develop- 
ment would however be easier if, as in Germany and in Italy, there 
were urban banks to support the movement. These banks are the. 
subject of a subsequent chapter.^ 

»Chapterll. 
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CHAPTER X.— House-Building Societies. 

118. One of the subtlest causes of tFie unrest produced by 
_, „ . „ , , the war is the almost universal shortase of 

The Housing Problem. , _,, •■,•■• r^ -, , 

houses. The evil is by no means contined to 
Europe. It is, for instance, acutely felt in Bombay. In Italy and 
Germany the remedy is being increasingly sought in Co-operation, 
and in Ind^ effort is turning in the same direction. '^ Accordingly 
I took advantage of my stay in Bavaria to see how the problem 
tad been grappled with there. Its formidable nature is sufficientr 
ly shown by the fact that in 'Munich alone, a town of 600,000 
inhabitants, in spite of extensive building during the last two 
years, there are said to be stilP nearly 10,000 families requiring 
housing accommodation. It is an interesting fact that the oldest 
co-operative house-building society in Munich was founded in 
1871, and was the' direct outcome of a similar shortage produced 
by the Eranco-Prussian War. 

119. An almost insoluble complication in the present situa- 
^, ., „ „ ^ tion is the enormous rise in the cost of 

Nfccessity of Government 1., .. ,.,•. ., , n .• 

Assistance. buiiQing, which IS at Icast live times as 

high as it was before the war. Private 
building on an extensive scale is no longer possible. The 
highest rents that could be charged would not suffice 
to , cover the cost. Government assistance is thus a 
necessity, aud it is justified on the ground that both the short- 
age of houses and the prohibitive cost of building are due to 
the war, and that, as Government accepts finaccial responsi- 
bility for the latter, it must also accept it, partially at least, 
for the former. Logically applied to all the economic conse- 
quences of the war this would prove an awkward principle, 
but it serves well enough to justify the financial assistance 
which one Government after another has been forced to give 
to house-buiiding since the war. 

120. Probably the best and most convenient way of 

giving this assistance is through co-opera- 
Bapid growth of Co- |;jyg societics, as then a large number of 

operative oocieties. .,..,, , ,, i.ji •! 

individuals can be helped with a single 
grant ; nor is it difficult to form these societies, ■ when on the 
one hand the need for houses is so great, and on the other State 
help is so tempting. It is not surprising, therefore, to find 

' There we'e last jeai (1920) 2l societies in Bombay. A beginning has also been made in 
Cawnpore and lioolsnow. 

• February, 1921, 
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that societies are springing up. like mushrooms. Out of the 
2,64.2 societies which existed at the end of 1920, 1,225 have heen 
started since the war. Over. 200 of these, have been formed in 
Bavaria alone, which now has about 400 societies. Most of 
these, are to be found in and around large cities like 
Munich or Nuremberg, but they also exist in the smaller 
towns and larger villages. I heard of one society in a village 
of only 1,700 inhabitants. This, however, is dangerous, as the 
local industry upon which such a society usually depends^ 
may some day be forced to close, in which case the society- 
will be stranded. There are now roughly 100 places, in Bavaria 
Tvith societies, which is all the more remarkable as Bavaria is 
essentially an agricultural country. It is a striking illustration 
•of how much Co-operation owes to necessity. Many of these 
societies, it is true, have not yet started building. Some 
probably never will, while others are not . expected to live 
very long.^ In so quick a growth there must be tares as well 
as wheat. But the wheat is good, and the movement as a whole 
is vigorous, and it is fortunate in having at its head men of 
capacity and enthusiasm. 

121. In Bavaria, since the war, nearly 8,000 tenements 
of from 2 to .4 rooms each have been built 

Oovernment Assistance- Jjy CO-OpOrative SOOieticS. Without lavish 
(o) 10 tno aactety direct ^ ^ , . ,. . -f._„ 

Government advances, amounting m 1W19 
alone to nearly £500,000,^ this achievement would have been 
impossible. These advances are not intended to do more than 
pay for the unremunerative part of the cost of building, that 
is to say, so much of the expenditure as cannot, at present at 
least, be covered by rent. No interest is charged and repayment 
is contingent on future rental values. Rents are subject to 
control, and preference must be given to large families and 
widows, or to those with special claims arising out of the war. 
JPurther, in the event of sale, Government retains a right of 
pre-emption. In 1919 as many as 193 .societies received grants. 
Half the expenditure was charged . against Imperial revenues, 
and the other half divided equally betweeU the Bavarian Govern- 
ment and the municipalities concerned. Last year the con- 
tribution of the latter was iiicreased to one-third of the whole. 
When Government loans have to be made, it is "probably 

better not to make them to each society 
(J) Through a Central dircct, as they may weaken the spirit of 

self-help. A sounder plan is to use a 
central bank as an intermediary. This has been done at Munich, 

> In 1920, 73 societies Were dissolved. 
' lOU million marks. 
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-where £26,000 have been placed at the disposal of the HousS' 
Building Societies Bank, which was founded in 1918, to 
finance its members, which are all House- Building Societies. 
Thanks to this assistance the bank is able to issue second mortgage 
loans up to 90 per cent, of value. Only B per cent, is charged, 
which is no more than the rate for a first mortgage. 

Assistance is also given through an official Development 
^°^™^^^*^°'^'-' ^^ose main object is land 
mint Commfesion. ^"^ "^ improvement and the erection of small 
dwellings. This body, too, makes second 
mortgage loauj up to 90 per cent, of value and charges only 4| 
jper cent. A condition of all loans is that they must be guaran- 
teed by the municipality concerned. The loans are repaid by 
annual payments of equal amounts calculated to cover interest 
•charges, amortisation at the rate of f or 1 per cent., and a com- 
mission of I per cent., which the municipality retains to form a 
reserve fund against possible loss. 

State help thus takes three forms — 

(a) direct grants to individual societies to cover the 
unremunerative part of the cost of building, 

(&) advances to the House-Building Societies Central 
Bank, and 

(c) second mortgage loans by the Development Com- 
mission. 

122. The justification for the first of these methods admit- 
^ ^ . . . , tedly lies in the peculiar circumstances 

other forms of assistance. % , , ., '■ -r, ., ., , 

produced by the war. Eor the other two 
-there is more to be said, and it may be doubted whether, even in 
normal conditions, the average house-building society can be 
fitarted without some kind of financial assistance. Workmen, 
-clerks, employees and petty officials, who form the backbone of 
these societies, are rarely able to raise unaided the large amount 
of capital required for so costly an undertaking as house-building. 
Occasionally men of public spirit may be willing to risk their 
money in an advance to a new society with no better security 
than the unproved integrity ^f its members. Or a local trades* 
man may be persuaded to do the same in return for the exclusive 
custom of the members of the society. Or a society, with more 
patience than can usually be expected, may be prepared to wait 
till enough members have joined, and sufficient share capital is 
subscribed to pay for a buildiiig site, which can then be mort- 
gaged. Or, finally, it may be possible to acquire a site from a 

^ The Landes Enltnr Renten Anstalt. 
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landlord who is willing to accept a mortgage in lieu of cash for 
all but a small part of the p^ice. But a danger lurks in this, as 
a number of societies have been formed by unscrupulous men, 
whose only object was to sell their land to the greatest advantage. 
The oldest society in Munich, to which I have already alluded, 
was only able to dispense with State help, because it obtained a 
loan of £6,000 from a group of sympathizers. Amongst the 
latter were a number of large factoigr owhers who desired good 
housing for their workmen. In the future this form of assistance 
should perhaps be more readily available than it has been in the 
past. In any case, whatever form it takes, some measure of 
figaancial support will usually be required at the outset. At the 
same time, it should be remembered that self-help is as essential 
to success in this form of Co-operation as in every other. Govern- 
ment assistance should, therefore, only be given when clearly 
indispensable, and should be withdrawn at the first possible 
moment. 

123. With house-building societies even more than with 
Advantage of Mortgage ^^^^ co-operativc enterprises ' c'est le pre- 

Banks, mier pas qui coute. But once a good site 

is obtained — experts lay great stress on wise 
selection -^and building can be started, capital is no longer a 
difficulty, as there are plenty of mortgage banks that will advance 
money as soon as a single storey is complete, and so on, storey by 
storey, till the whole building is finished. In India the absence 
of mortgage b^nks is an added difficulty and may necessitate 
more assistance from Government than would otherwise be 
necessary. 

124. There are two kinds of house-building societies, some 
H„„. ,. i ^, ' building to let and others to sell. At 

Bocienes lor the purchase ■ , j i <. i ^ . -i ^ 

of houses— present the former greatly preponderate.^ 

'"popniMity'""*^''"® ^^* °* *^® ^^^ societies which belong to the* 
X most important Audit Union in Bavaria, 
only 5 or 6 sell houses to their members. At the same time the 
desire for independence, all the keener for Ihe war, has become 
so strong that many, who were content in the old days to rent a flat, 
now wish to have a house of their own. Many of the new societies 
have therefore been formed for this purpose. Older societies, too»^ 
are following suit. One of these, a society in Munich, which will 
be shortly described, has recently purchased a site, on which it 
proposes to build 54 houses to be sold to members. Each house 
will have from 4 to 6 rooms and a strip of garden. Everything 
will be done to make purchase easy, for ownership will pass on 
payment of only 25 per cent, of the total cost, a mortgage being 
taken for the balance. Thus, if a house costs £400, ownership 
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can 'be acquired for £100 in cash, and the balance can be gradually" 
paid ofE in 15 or 20 years. In some societies ownership passes oa 
payment of as little as 10 per cent. 

In most cases ilf^is a condition of sale that the purchaser 
(i) Society's right of re- remains a member of the society after pur- 
pnrchase. chasc, and it is an invariable rule that, in the- 

event of sale, the society rrtains a right of re-purchase for the 
original price less depreciation. This is known as the Ulmer 
system. The same right may be enforced if payment is delayed 
or if house and garden are not properly maintained, or if any of 
the conditions of sale are broken. Amongst the latter is always- 
a stipulation -that the building shall be maintained as a small 
dwelling house, as it is no object of these societies to facilitate the 
acquisition of large houses, nor,- in view of the society's right- 
of re-purchase, is it possible to allow additions which would 
materially alter the character of the house. 

Naturally societies of this kind require more capital than 
, ^■n ■ • i. /, •. , those which build only to let. On the other' 

(c) Raising of Capital. , , , , •' - , . , 

hand, people who are prepared to purchase 
can usually take larger shares than those who can only afEord to 
rentr It appears that before the war 100 members subscribing- 
£15 each were able to build 20 small houses. These could then 
be mortgaged and more houses built with the proceeds, and the 
process could be repeated till every member had his own house. 
Should the idea of a garden city near Lahore mature, a similar 
system might well be tried. 

125. In House-Building Societies there are two fundament- 
Bajeing of Bent and al Tulcs which distinguish them from every 
^"''''°"' other form of house-building enterprise. 

Rents cannot be raised without the sanction of a general meet- 
ing, and no one who is a member can be evicted, as long as he- 
behaves himself. In these two rules Co-operation is seen at its 
simplest and at its best. But every rule has its disadvantage- 
Kents have had to be raised since the war to meet the greatly 
increased expenditure, and though the case was clear, it was often- 
difficult to get a general meeting to agree to it. The right not to 
ba evicted is also occasionally a source of trouble. In one socie^ 
I sawj the right used to be :formally safeguarded in the agreement 
made with the tenant, but it led unsatisfactory tenants to be- 
lieve that they could do what they liked with their dwellings. 
The clause had therefore to be omitted. Unsatisfactory members- 
are, of course, liable to expulsion, but this is rarely enforced. A. 
member may, however, be evicted from his dwelling without be- 
ing expelled from the society, and in the interests of the society 
and its property this is a power which should not be too closely 
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restricted. Tenants who do not pay their rent can no douoc 
be sued, but distraint is not always effective, as relatives, with 
that touch of nature that makes the whole world kin, are apt to 
turn up with the bailiff and claim as their own any furnittire 
suitable for attachment. 

126. The most recently formed societies owe much to 
Audit Unions and statu- thc Audifc Unions which havc been formed 
*"'°' . , for House-building Societies, as for every 

pther kind of co-operative society in Germany. There are three 
in Bavaria alone, and while their main function is audit, they 
also act as guide^ philosopher, and friend to their affiliated socie- 
iies, steering them through their difficulties, advising them on 
their buildings (the largest Union maintains two architects) and 
protecting their interests. , 

Figures are usually dull, but the following extracted from 
ihe annual report of one of the Bavarian Unions for 1920 may 
be of interest : — 

Average Membership of 111 societies (vary- 
ing from 7 to 2,000) ... ... 183 

Average number of tenements in 57 socie- 
ties (I of these have 3 or 4 rooms ; ^ have 
a garden) ... ... ... 120 

Average rent is about ... ... Rs. 3^ a month. 

Total Mortgage Debt (111 societies) ... £200,000 " 
Paid-up Shares and Reserve (111 societies) £50,000 ^ 
Deposits (41 societies) ... ... £80,000 

cost of management and upkeep of pro- 37 per cent, of 
perty. the rent roll (the 

3 years' average 
, is 29 per cent.). 

It would be interesting to compare these figures with the 
•oorresponding figures for the 21 societies in Bombay, That it is 
not easy to make both ends meet is shown by the fact that, of the 
111 societies. referred to above, 30 per cent, worked at a loss. 

„. „ . 127. The following minor points may be 

Misceilaneons points. ± t a . - j. .- 

noted ; — 

(1) Before the war it was an accepted principle that a 
«oeiety should own at least 10 per cent, of its working capital. 
"The high cost of building has now made this impossible. 

> 30 mar^B. 

' 40 MillioD marks. 
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(2) 1 per cent, per annum should be written off for 
depreciation on buildingSb^ A hot climate like India will doubt- 
less demand a higher percentage. 

(3) Shares should be as large as possible, but no one should 
be aliowed to hold more than a very limited number, as the 
sudden withdrawal of several large share-holders may prove a 
serious embarrassment. It might be advisable to follow Italian 
practice ard withhold the right ot withdrawal, except with the 
sanction of the committee. In any case the right should be 
subject to at least a year's notice. The German law allows a 

maximum of 2 years. ** 

(4) ' It is advisable to build solidly to avoid heavy mainten- 
ance charges. 

128. It will give a clearer idea of a German house-building 
■ i s ■ t — society if two typical examples are describ- 

(a) CraTtitutliy ^^' -^^^ ^^^^ ^^ ^ society in Munich, which 

started in 1908 with 200 members and now 
has 700. Most of these are petty officials, municipal employee* 
— tramwaymen, firemen and the like — and workmen employed in 
a neighbouring locomotive factory. A varied membership is an 
advantage, especially when it contains a nucleus of small oificials, 
as the latter are stationary in habit, take a pride in their dwell- 
ings and set a high standard to their fellow-members. The good. 
Trade Unionist, too, is liked, as he knows his own mind, and- 
though critiral is thoroughly businesslike. In this society each 
member takes a £5 share which he is given 4 years to pay. 
Liability is limited to the V9;lue of the share, and in passing it 
may be noted that unlimited liability is very rare^. Dividends 
may not exceed 5 per cent., and all surplus profit is carried ta 
reserve. 

The society made a false start. Its promoters were interested 
rs) A false start ^° the building "site, which was therefore 
acquired at an ex;ovbitant price. Graft also 
passed over the building contracts, which were correspondingly 
unfavourable. Consequently in its second year the society 
nearly foundered." Funds were exhausted, and obligations could 
only be met by repeated mortgages. This went so far that one 
block of buildings had eventually to carry no less than 11 
mortgages. All who had been employed in the building opera- 
tions, builders, decorators, plasterers, plumbers, joiners, carpenters, 

^C/. footnote to paragraph 75 (*). 

'See Appendix (b) 

'In 1919 there were only-8 cases. 
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-upholsterers, etc., had to accept a mortgage in part payment 
-of their work. After a . succession of stormy meetings and the 
withdrawal of half the members, the undesirable elements were 
expelled and a new management elected. The remaining mem- 
bers then pulled themselves together; additional share capital was 
raised to pay off an almost overwhelming debt, and now, to the 
lasting credit of all concerned, the society is one of the best and 
■strongest in Munich. 

• It has six blocks of buildings with 350 tenements^ of 2 or 3 
. rooms each. The last block to be built is a 

(c) resen posi ion. remarkably handsome building, and its rooms, 
though small, are airy and well built. Bents run from not more 
4han 4 to 7^ shillings a month. In the circumstances it is not 
surprising that there is a waiting list for accommodation of over 
300 members, most of whom have joined since the war. The 
society now owns £3,500 of capital (shares- and reserve), and 

property valued in its balance sheet at £12,000, which is probably 
far' below its present value. Small loans are made against shares 
and deposits. The latter, which are only accepted from members, 
amount to £2,700. A bakery and a dairy are also maintained to 
•supply members with cheap bread and pure milk, and they are 
run at a profit. 

The management vconsists of a committee of two, one of 
whom is the manager and the other the 

(d) Management. treasurer. They are paid, respectively, £15 
^nd £6 a year. In a lar^e society the committee always receives 
either salary or bonus. In the smaller societies practio ^varies. 
•Owing, to the high cost of living- honorary work is becoming 
increasingly tmpopular, nor is it always so reliable as paid work. 
In addition to the committee there is, of course, the board 
of supervision, which not only meets sOnoe a month but is 
■obliged under the by-laws to nciake six impromptu inspections a 
year. Every two months ' there is a general meeting which is 
visually attended by about 100 members. So many general 
meetings are unusual, and they are a sign of the strong co- 
-operative spirit of the society. They are of great advantage, as 
they keep the management in touch with the members and 
-give the latter a personal interest in the working of the society. 
In 10 years, since the initial purge» only 3 members have 
had to be expelled, and not many more have had to be evicted. 
The society represeuts a remarkable, achievement, and in talking 
4io its directors it was impossible not to feel how much the 
members, owe to the distinterested devotion of those at its head. 
Without such men Co-operation must long ago have dis- 
:appeared. 

^ 40 to 70 marks. 
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129. The second society to be describod is tlie one already 
m. „ •- V TT ^ ■„ referred to as the oldest in Munich. This 

The- Munich House-imld- ,. .n i- -i • i -i ti i '•■ i 

ingSocietf. year it Will Keep its ] libilec it has already 

been related how at the start it was financed 
by a group ©f private sympathizers, amongst whom was the 
Xing of Bavaria. With the help of an initial loan of £8,000, 
which for 7 years was free of interest, a good site was found 
iind building started. The site selected was near the factories, 
for whose employees the society was primarily intended. It 
vras proposed that members should purchase instead of renting, 
-hut the scheme fell through owing to the overproduction which 
followed the great demand for houses in 1S71. This led to a 
.general fall in rents, whereupon members refused to buy. Many 
left the society, some fearing it would fail, others because 
they were unemployed, while not a few had to be expelled for 
non-payment of rent. A num,ber of tenements stood empty, 
and while expenditure continued as before, income shrank. For 
.2 or 3 years the society was in low water. But gradually, 
thanks to the staunchness of the more loyal members, who 
subscribed as much share capital as they could, and to the 
iale of a plot of land at a good figure, financial equilibrium 
was restored, and a better and more dependable class of 
member, principally postal and railvray officials, was obtained. 
This is a more stable class than Labour, which is at the 
mercy of every fluctuation of trade aad industry. 

Having weathered the storm, the society prospered and 
now has 234 dwellings of all sizes, from one room only up 
to a maximum of six. 150 tenements have one or two living 
rooms, and in addition a kitchen and a store room. In the 
latest dwellings a bath room takes the place of the store room- 
The houses, which are valued at about £10,000 are all mort- 
gaged to a local mortgage bank, at from 4 to 5 per cent, up to 60 
per cent, of their value. Eepayment of the mortgages extends over 
52 years. Incidentally the society acts as a savings bank for 
its members, and has over £1,500 of deposits. Before the war 
50 per cent, of the dwellings were occupied by non-memBers, who 
were charged .10 per cent, more .than members. Now, however, 
•owing to the shortage of houses, there are very few non- 
member tenants left. Tlj.e usual principle is followed of only 
letting to non-members when all members have been accommo- 
dated. A non- member can always be given- a month or a 
-quarter's notice to quit. The two societies that have been 
described are of special interest as they show not only what can 
be gichieved, but also how difficult lasting achievement is without 
& large measure of the true co-operative spirit. 
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CHAPTER XL-Urban Banks. ' 

130. India \?ith 90 per cent, of her population living m 
India's need vil'lagesTias natuially concentrated upon the- 

village bank. But now the movement i^ 
spreading to the town, and the urban bank is arising. Burma 
already has well over llO, and in the Bombay- Presidency capital 
and deposits total nearly a c'rpre (£1,000,000). The middle class, 
which the " Pax Britannica " has almost created, is beginning to 
realise that it needs banking facilities as much as the small pro- 
prietor. At present it is difficult for the successful lawyer or con- 
tractor to find a safe investment near at haad for his savings, nor 
is it easy for the small shopkeepe^or artisan to obtain at a reason- 
able rate the modest loan that business often requires. These are 
the two virtues of the co-operative urban bank." Deposits are 
taken, however small, and loans are made however modest ; and 
confidence is inspired because the object is not to makiB a profit^, 
but to perform a service. Moreover, India presents an almost un- 
rivalled field for co-operative banking. In Italy and Germany, as 
we shall see, commercial banking is now so widely developed that; 
the co-operative urban bank is in danger of losing its position.. 
In India on the other ha,nd commercial banks are few and far 
between. As recently as 1916, * even including Burma, its 
banking facilities were less than those available in Ireland before 
the war. The opportunity that this oflPers is obvious and should- 
be seized before the field is captured by others. 

131. The co-operative ui;ban bank arose in Germany in the 
PI' i^iddle or the last century, but quickly 
Banks. * '*" '"^ ^ * fouud its, Way into Italy, where urban bank- 
.ing has always flourished, ever since banking 
began there 800 years ago with the control of the Papal treasure. 
I shall deal first with the Italian type, commonly known as the 
" Banca Popolare " or People's Bank, as -it is the type to which 
most attention was directed. The first People's Bank was found- 
ed by Luigi Luzzatti at Milan in 1866, and they have since 
spread all over Northern and Central Italy. They now total 
about 806, and vary in size from a bank like that at Novara, 
which has 46 branches and agencies scattered over an area 
extending frpm Milan to Turin, to the bark situated with its 
single office in a small market town. Though predpminantly 

' For a detailed account see Wolff's " People' t Banit." 

» In 1916 British India and Burma had only 71 heal olBoea and 287 branches and agencies. 
Japan with i of the population had 2,143 banks, Fiodlay Shirras, JUg^oronia on Banking i» 
India. Ireland before the war had 242 centres with permaneat branches and aboufc as many more 
sub-branches (not open every day) -Jteporl to/ tht Departmental Commitiee on, AgrinuliWal 
Credit in Ireland, 1914. 
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urban they Ao a large business with farmsrs, and in 1968, the 
last year for which statistics are available, nearly £20 millions 
were advanced to agricalture. ^ Many of the branches and 
;.agencies of the bank at Novara are in townlets or large villages 
where' the bulk of the business done is agricultural, and at 
Ravenna over 50 per cent, of the bank's whole business is said to 
be with farmers. The small farmer and the small manufacturer 
and trader are in fact the three largest classes served by 
People's Banks. But membership is essentially varied, and 
includes all categories from the large farmer and manufac- 
turer to the artisan in the town and the field labourer in the 
Tillage. 124) schoolmasters belong to the bank at Novara, 
and over 1,000 public and private employes to that at Bologna, 
Anyone oai; become a member by buying a share ; and as this 
is never worth more than 100 lire and sometimes costs as little 
ras five,^ poverty has to be extreme to operate as a bar. 

132. The People's Banks work mainly with deposits. In 

Their erations ^^^^ thcsc amountcd to £18 milUons,' which 

eir opera ions, shows that they wcre trusted. Last year 

■the bank at Novara alone had over £3 millions. To a large 

extent these deposit^ are an accumulation of comparatively small 

sums. The bank at Venice, for instance, in 1920 had as many as 

4,219 depositors with an average of less than £75 * each. 

Every form of banking business is undertaken, and this is con* 

-sidered necessary to resist the pressure of the" commercial banks 

which is increasingly felt. Bills are discounted and advances 

are made through cash credit accounts or against securiMes, 

goods and articles of value. In the larger centres the discount 

business plays the most important part. In the Novara bank, in 

1920, 84 pel- cent, of the advances made were of this character, 

This suggests that the commercial side of business is becoming 

more important than the co-operativff, the object of which 

should be to finance the more modest enterprises. 

133. There is one type of enterprise that has unquestion- 
„, . . ^ ^ ^ ably benefitted from People's Banks, 

Iheir assiatauce to Co- ■' , ,. .,.■'■ ' tuti 

.operative soeietios. namely co-operativc 803ieties. wherever 

one goes in Northern Italy, it is the People's 
Bank that ag^in and again has given the young society its first 

' Internationil Seview of Agricultural JEconomics, Marob, 1920. 

' tVopth before the war £ Uad 4 ahilliags respecsively. Till recaatly no one might hold 
more than 5,000 lire of shares, bat now, owing to the depreciation of the carrency and the con- 
6et[aeat need far m )re share capital, the liout bas been raised to 2 ),009 lire or abont £2SQ. For 
^othjr forms of co-operative societies the limit is still 5,000 lire. 
' 1.424 million lire. 
• |",000 lire 

c 
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* leg up ' into the saddle. The bank at ^Venice recently 
advanced the best part of £4,000^ to a new Farm Society to buy 
land. The bank at Novara lent £2,500 to, start a co-operative 
manure factory, which now turns out &,000_ tons a year. In 
neither ease was security taken, the moral guarantee of the 
committee being considered sufficient. At Ravenna in 1919 the 
bank loaned over £50,000 to Labour societies, and more 
recently, to relieve the shortage of houses, it advanced £1,200 
to a house-building society at only 3 per cant. These 
are merely a few out of innumerable instances. There is pro- 
bably no form of co-operative enterprise which does not owe 
something to the People's Banks, and to some femall extent they 
have been able to fill the gap caused by the absence of central 
banks.'* 

134. They must not, however, be confused with the- 

' central bank.' The two types are quite 
Differences tetween the distiuct, and the main distinction is that,. 
c^SiBank^j *" * * whereas- a central bank advances only to- 
its affiliated co-operative societies, a People's- 
Bank deals with individual and society alike. Another im- 
portant difference, so far as Germany is concerned, is that in the 
central bank meml^ership is almost entirely confined to societies, 
while in the People's Bank nearly all the shareholders are 
itidividuals. 

Similarly the People's Bank miistnot be confused with the 
village bank. It is not uncommon to see 
(J) The Village Bank. ^^^ Punjab village banks, simply because 
they have thares, described as ' Luzzatti Eanks.' The two are 
as diflerent as town and country. The one is restricted to a 
village or two, the other may embrace a Vhole district and is 
almost always predominantly urban. In the village bank liabili- 
ty is unlimited, in the Luzzatti bank limited. The former will 
have 20 or 30 members, the latter may , have several thousand. 
Novara has nearly 9,000, Milan over 2^6,000. It would be as 
appropriate to compare the bullock cart to the motor ear as the 
Punjab village bank to the People's Bank. 

135, There is one point in which the People's Bank is 

weaker than either the German central 

J5.g^eir isoiatio.,. bank or the Punjab village bank. I have 

already quoted Signor Luzzatti's saying that 

a co-operative society should always be independent but never 

■ " " » 300,000 lire. ' " 

a 

Cf. parfl graph 43. 
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isolated^ Isolation is tte weakness of the People's Bank. The 
German central banks are leagued together in unions and 
federations, and the village bank both in Germany and India is 
affiliated to a union or central bank, or to both ; but, apart 
from an association at Eome which gives information but ex- 
ercises no control, the People's Banks throughout Italy stand 
alone. A federal -bank was founded at Milan in 1914 to act as 
a balancing centre for their business, but bad management 
brought it to an early grave, and now the bank at Novara is 
trying to take its place. In finance support is necessary, and iu 
Germany, as we shall see shortly, this support is obtained from 
two large banks. The isolation of the People's Banks is another 
instance of the weakness of organization that we , have so 
often had .occasion to note in regard to Italy in the course of 
this report. 

Thiey have a further defect which is a serious blemish upon 
„, . . ^. , ^ their co-operative character. Dividends are 

(6) Appreciation of shales. ,■,•■, -i i ,i,i. i 

not limited and consequently their shares 
appreciate in value. ^ Last year one of the best People's Banka 
in Italy, the bank at Bologna., was selling its 60 lire shares at 
152, or over 2^ times their value. The Ravenna bank was 
worse. Its shares had multiplied four times in value. This was 
a feature of every bank I visited, and the practice is said to be 
universal. Even the shares of the four-year-old bank of Venice 
have already appreciated from 25 to 30 lire. The amount of 
th&, premium to be paid on a share is not left to the ebb and 
flow of the market, but is fixed once a year by the directors, who 
divide the reserve by the number of shares and fix the premium 
accordingly. The practice is defended on the ground that the 
reserve belongs as much to the shareholder as his shares, and 
that as the one increases in' arnount, so must the other in value. 
This defence might be accepted, if like a commercial concern, the 
object of a co-operative bank were to make profit, but this is 
not the case and every good co-operator will agree in condemn- 
ing it, if only because it must tend to exclude the poorer mem- 
bers of the community. It is a thing like this that gives a cer- 
tain point to the scorn felt by the socialist co-operator for the 
People's Banks, which he regards as the embodiment of his 
" b§te noire, " the middle class. Undoubtedly both in Germany 

• In 1919 the Ncvara bank distributed 14 per cent. 

At Ravenna dividend is limited to 6 per cent., bat snrplus profit is distributed in the form of 
shares. The bank was founded in 1886 w.th 25 lire shares. In 1911 every shareholder was 
given from reserve an extra share for every share held, and in 19aO all shares wert doubled in 
^ value, ag Bin by adjustment agfiinst reserve, so that an original si are of 25 lire has now grown 
into two shares of 50 lire each, upon both of whic h 6 per cent, can be paid. This meaiia that 
the maximum dividend is now 24 per cent. So do even co-operators adjust their ideals to their 
desires 
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and Italy the urban bank belongs more to this class than/ to any- 
other, and the pressare of. circumstances, which in all industrial 
countries is now squeezing'the small man out of business/ tends 
to accentuate this. Those who can lend, and those who can 
offer good security for a loan (character by itself is not usually 
sufficient), are more and more to be found in the middle classes. 
With such therefore a bank must mainly deal, and to a co- 
operative bank this could only be a reproach if its doors were 
not wide open to the humbler members of all classes. ' 

136, That the man of modest means is welcome is shown 

Dealings with the po.rer by the bank at Bologua. In 1919, two-thirds 

"^"m Loans ^^^ loaix transactions were for sums of 

£Vz or less. 20 per cent, indeed were for less 
than fifty shillings, and about one-third were made to workmen 
and' day labourers in sums which averaged little more than £2 
each. A good instance of assistance to the minnows of business 
comes from Venice. When war broke out, tourist traffic 
abruptly ceased and half the gondoliers of Venice were thrown 
out of work. In time the city itself was deserted, and for 
several years the gondola rotted unused. When at last peace 
came and the civil population returned, most gondolas had to be 
repaired and some ha'd to be replaced. But the gondoliers had 
no money. The local People's Bank came to their rescue and 
advanced £7,500 at 6 per cent, and- once again the canals 
^echoed to the old familiar cries. 

But it is »ot only by loan that the People's Banks benefi.t 
- , „ . , ., people of modest means. Every bank has 

,(i) Savings depoBitB. ^ -^ . , ., , ,_ . •'„ 

a savings deposit branch and sums from one 
lira upwards are accepted, which carry a slightly higher rate of 
interest (generally an extra ^ per cent.) than an ordinary 
xleposit. The amount that may be deposited in this way is 
jiaturally limited,^ but at Novara it is as much as 10,000 lire, 
in this bank savings deposits amounted last year to as much as 
37 million lire, which was one-seventhof the bank's total deposits 
At Venice these savings deposits are said to be as advantageous to 
ihe bank as they are to the depositor, as they are never with- 
■drawn. To make them popular the money-box, which can only 
-be opened in the bank, has been introduced, and though the 
bank is a new one, 2,500 are already in use. These savings, 
■/deposits are a good instance of the way co-operative banks enable 
•fiven the poorest to take a part in the financing of commerce and 

industry. 

» .^ . 

> Of. paragraph 113 (d). 

° The amount that) may be depo'aitel in one week is also limited. At Ravenna for instance 
at is 100 lire (2S sbillings). 
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137. I propoKe now to say something of the actual working 
„ r, . i- of the People's Banks. Owing to their 

Four Rep resentati ve , , ,. •• , i • n .•^ • ,. nr. 

Bantf. isolation exact general information is diffi- 

cult to get. What follows, therefore, is 
the result of visits to four representative banks, Novara, 
Bologna, Venice and E,avenna. Novara is the second largest 
in Italy, Bologna one of the oldest and Venice almost the 
youngest. The fourth, at Kavenna, was chosen because it is 
of medium size and operates in a city which has many of the 
features of an ordinary Indjan town. The headquarters of a dis- 
trict, but not very modern nor yet entirely mediseval, it has a 
few factories, a port as sleepy as age can make it — it is over 
1,500 years old — and a population of 64,000, so compact!^ housed 
that the open country still comes up to the gates of the 
city. In one respect, however, it is as advanced as any town in 
. Italy, for, as we shall see later, Co-operation is more developed 
in Eavenna and its neighbourhood than anywhere else in the 
peninsula with the exception, of Reggio Emilia. Venice needsno 
description. Bologna is a large modern town, with a kernel of old 
buildings, at the foot of the Apennines and the home of Italian 
socialism. ^fsTovara, famous for its battlefield, is a provincial 
country tOwn whose prosperity, as with so many Indian towns, is 
bound up in the prosperity of the country round it. Situated 
on the edg9 of the Lombard plain, the most fertile tract in Italy, 
it recalls Batala, and like Batala on a clear day it has a supflrb 
view of the mountains whose rivers make its soil so rich. 

The bank at Novara with its 8,847 members is much the 
largest of the four and operates over two districts. Bologna has 
5,600 members and the other two nearly 2,000. Both ac 
Novara and Bolgona the small man preponderates to the extent 
of 80 per cent, in the former and of 90 per cent, in the latter. 
Bologna, as the following figures show, is a good instance of the 
variety of membership that every good urban baak should 
have : — 

' Large Landowners ... 64 ' Capitalists ' and 

bankers ... 10 

Small Landowners ... 1,008 Merchants and Factory- 

owners ... 33 

Large Tenant Farmers ... 11 Small fTraders ... 2,273 

Small Tenant Farmers ... 91 Professional Men ... 524 



Field Labourers 


11 


Secondary School Teachers 


34 


Co-operative Societies 


13 


Elementary School 
Teachers 


157 


Wage-earners 


,. 387 


Clerks, officials, etc. 


1,006 



k2 
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138. It can be iinagined that, in dealing with so various a 
•clientele, the advance of money is not an 

''T^The- CaBtelletto." f^/7 ?'***'''"' . ®°">® j^^^^^^ .^^^p a ' Oastel- 

letto ' or register of maximum credit, la 
which the maximum amount that miy be loaned to each 
member is recorded. Ofher banks, for instance, Bologna 
and Ravenna, prefer to decide each case oa its own 
merits, believing that it is the only way to ensure both 
discrimination and caution. The manager of the baijk at Bologna 
thought the use of the " castelletto " encouraged a tendency to 
advance up to the maximum limit as a matter of course, whereas 
under the other system every operation had to be closely sorati- 
nised. At Venice the castelletto is maintained by one committee 
and loans are sanctiotied by another. The castelletto, too, is 
revised at least once a quarter. Where this system is in force 
there cannot, I think, be any serious objection to its employment.^ 

, , In all four banks no loan can be made or bill discounted 

without the sanction of a committee appoint- 
thMit"^'" '*"''*'''°'°^ ""■ ed for the purpose, which meets at least 
°" ^' once a week and in some cases daily. At 

Bavenna loans are occasionally made by the director, but in that 
case he is responsible if default occurs. At Bologna the mana- 
ger is empowered to suspend, but not to make a loan, This U a 
rule that should be unswervingly applied in India. 

In determining the amount that can be advanced character 
. p is considered. In the business orders of the 

" ^' Novara bank stress is laid on a man's capa- 

city ' to carry an operation through to a good conclusion,' and 
upcm his industry and thrift and • above all his honesty.' With 
three exceptions security, generally personal, is always taken. 
Normally two sureties are i*equired, and one of them must be a 
member: ^ The exceptions are,loana to co-operitive societies, loans 
against shares and ' loans of honour.' The first is only, a partial 
exception. At Venice no security is taken, but at Novara it is only 
dispensed with when the society is unusually reliable ; otlierwise 
a guarantee is taken. With regard to the second exception, 
members are generally allowed to borrow against their shares up 
to three-fourths of their value, but the amount advanced in this way 
is insignificant.^ In India the practice had better be avoided. 

^ At Novara maximam credit is fixed f 01' an iDilivIdual at 20 per cent, of tbe estimated 
value of his property and for a co-operatire aociety at BO per cent, of its share capital and reserve, 
nnlees it it uuiiiaally experienced in wbiob oaie more will be given. If either individual or 
society deals with another bank no further advances will be made, 

•One oo-opnrativ< society may act as si^rety for another, 

> At Novara only £ 6,000 out of £1 million. 
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Of even less importance is " the Loan of Honour." Bologna 
is the only one of the four banks to main- 

id) The Loar of Honour. ^^.^ .^_ j^ ^gjg ^^^^^ ^^^^qq ^^^^ advanced, 

mostly to poor working men. . Loans are made to members and 
Tion-members alike, but no loan may exceed 300 lire (about £4). 
the first 100 lire are free of interest and only 3 per cent, ig 
charged on the rest. Honesty of character is the sole security, and 
to ascertain whether an applicant has the necessary qualification 
there is a special committee, chosen from pepole in touch with 
the poor, to enquire into the circumstances of eash case. It is 
characteristic of the bank at Bologna that it still maintains this 
most humane element in its business. Even if the amouat ad- 
vanced is small, it is a constant reminder to the bank of its ideals. 

Mortgage security is rare, and two of the four banks do not 
, , „ , „ , ^ accept it at all. It is in fact unsuited to an 

(e) Form and Iteoevpal of i i i -i. j.- . i • 

^oans, urban bank, as it ties up money and is 

difficult to realise. Most loans are secured 
in the first instance by promissory notes (cambiali) in the form 
•of a bill of exchange, and though, nominally, repayment is due 
in four or at mpst six months, renewal is invariable, as long as 
one-tenth^ of the loan is repaid and the security continues good. 
Moreover, renewal will be repeated again and again on the same 
conditions till the loan is finally repaid. This usually takes 
about 3 years It is therefore wrong to suppose that an urban bank 
can only make loans for a few months, and that consequently 
they are of no use to agriculture. Even the large joint stock banks 
in England will, if necessary, make loans for 5 or 10 '^ years. 

Thanks to this system of renewals, upon whiofc, it seems, as 
, „ , ^ , much reliance can be placed as if the fact 

(f) Leans to farmers. .^ n j j i • ii 

were specifically stated in the promissory 
note, a People's Bank can be as useful to a farmer as to a 
trader.^ At Venice loans are made on precisely the same 
conditions to both, except that in the matter of repayment a 
farmer is treated with a little more indulgence than a trader. 
As the director said, a farmer's honesty is ' fortissimo.' 
At Bologna a loan to a farmer is normally only renewed, 

' The Novara bank requires one-fith. 

* It is auction of modern banking that joint stock banks dinot make long periol 
loans, i.e., loans for over a year. It is true that they will net be mads for more thin 6 months or 
a year in the firot instance, but if the security continues sound they will be renewed agaiu and 
again. In thii way loans may run on for 20 or 30 years. 

* The advantage to a bank of renewal is that the position of the applicant and the valne 
of the security is periodically reviewed, and if either is unsatisfactory renewal can be' refused 
and the lean recalled. Actually, as even Loudon bankers admit, it is very difficult to recall a . 
Joan. Pressure can, however, be applied to have the debt reduced. 



136 

once, viz., after six months. Crops in that district are so varied 
and so generally insured, that a loan can almost always be repaid 
in a year. 

As in Germany, the cash credit account is becoming in- 
(g) The CaBh Credit crcasingly popular. Last year £6 millions 
Account, "were paid in and out of the No^ara bant 

in this way. Accounts are secured by Sn 
promissory note which is renewed every six months, and once 
a quarter every account is scrutinised, and if not properly 
operated it is closed. 

Credit is occasionally allowed to people who are not members^ 
ih) Dealings with Bon. P^cr 50 per cent, of the business at Novara 
meitbers. IS With non -members who pay the same rates 

as members. This very undesirable practice 
is justified on the ground that it may lead clients to become 
members. The other three banks, with unimportant exceptions, 
give no credit at all "to non-members, though of course they 
discount their bills. ^ 

Default appears to be rare, ^t Venice no one has yet had 

(j) DcfsuUers ^° ^^ sued.^ At Eavcnna not a penny has 

been lost for 10 years. At Ncvara last year 

only £1,200 were lost out of . a total of £6 millions advanced,' 

and in six years there have been bsut three cases in which shares^ 

have had to be sold for default. 

139. These banks are managed and controlled like every 
afanagement- other co-operative society in Italy, that is 

„ , „, „ to say they have a committee mainly eon- 

Co) The committee. • i- at ' Ji- J £ xi 

sistmg of busmess men, and a board of five 

• Syndics ' corresponding to the German board of supervision. 
In only one %f the four banks (Bavenna) is the committee 
honorary. At Bologna and Venice members get a few shillings 
for each sitting, but at Ncvara 10 per cent, of the profit, which 
in 1920 amounted to Rs. £55,000, is distributed amongst the 
many headquarter and branch "comnjittees maintained. We 
have already seen how increasingly difiicult it is even in Ger- 
many to secure_ honorary mangement, where much work is 
entailed,^ and in all these banks' membership of comniittee is na 
sinecure. At Novara each member in turn attends the banks 
daily to supervise its working. At Eavenna, where the com- 
mittee is a body bf 24 men, four take it in turn to serve- on a 
sub-committee for a week to sanction the necessary credit opera- 
tions, and meet twice a week for the purpose. At Bologna the 
discount committee meets daily. It is a mistake, however, as 
is so often done in Italy, to give the committee a percentage 

•O/. paragraphs 112 (7) and 128 (d). 
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of the profits, as it is a temptation to swell them unduly^ 
either by speculative enterprise; or by insufficient deprecia- 
tion allowances, or even by adjustment of the balance sheetr- 
The Excess Profits Tax has shown that the latter is not 
very difficult. Members of the committee should generally be 
men of substance who will not require to borrow. At Novara 
they are all required to hold the maximum number of shares, 
and there is a rule that any member failing to attend three 
meetings without excuse shall be removed — but there always- 
appears to be excuse. 

Opinion varies as to the value of the ' Syndics.' If they^ 
,„ „, ,„ ^. , perform their duties they are admittedly 

(S) Tlie ' Syndics.' '^ n ■, a i. -\t j.i i j.j. j i.i 

useful. At Novara they always attend the 
committee meetings. At Kavenna once a year they check the 
title deeds, securities and promissory notes to see if they tally with 
the entries and the different registers. Bat on th<3 whole they 
are not very active and this, it may be noted in passing, appears 
to be the case throughout Italy.^ 

One general meeting is held a year. As with most largO* 
(c) Genprai meetin a societies attendance is poor. At Venice 
ingB. g^bout 100 out of 1,700 come, at Ravenna 50 
out of ],800. Bologna is perhaps the best in this, as in other 
respects. In 1920, 448 out of 5,599 attended. 

140. The genesis of a People's Bank is well illustrated by 
„ . . t. 1 . the bank at Venice, which was founded in 

Genesis of a Peoplo's • tji j! . i -n i • ■. 

Bank. the middle of the war. Eunds were raised 

by shares (25 lire each) and deposits, the- 
latter made by well-to-do members who wished to give the bank 
a start. A cash credit account of £80,000 was secured from 
two leading commercial banks which apparently demanded no 
security, relying, entirely upon the character of the bank's direc- 
torate. Por two years no dividend could be paid, and after the 
disaster at Caporetto the bank had to fly from a deserted city 
to Eome where it remained two years. It now has four 
branches, each with its local committee, over 4,000 depositors,, 
and more than £3 millions^ on deposit. Its members have 
increased from 130 to 1,700, and dividends of 8 per cent, are 
distributed. All of which has been achieved in four years. It is 
in fact a singularly encouraging example to those who would 
start urban banks in India. But they should remember that 
from the start the bank at Venice had a highly competent 
manager. In banking, as in every other form of co-operative 

> See akoAppendix (e) 

' 25 million lire. ~ 
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enterprise, the manager is the pivot of success. Even in Ger- 
many a number of the earlier urban banks failed, because 
Aheir managers were dishonest or incapable. 

141. Eemaining points to be noticed in cornection with 
.Miscellaneous Points. People's Banks are :— 

(1) The ordinary commercial market rate of 7 to 8 per 

cent, is charged for loans, and as fixed deposit rates" 
run from 2^ to 5| per cent, (according to period), 
- the margin for working expenses, reserve and profit, 
IS about 3 to 4 per cent, which is considerable. At 
Venice only 6 per cent, is charged for loans up to 
ICO lire (25 shillings). Compound interest is always 
charged on unpaid accounts. Though not very 
co-operative, this is also frequently done in the 
German urban banks. 

(2) The rate for deposits at call was 3^ per cent, in three 

banks and 2 per cent, in the fourth. At Novara not 
more than £120^ may be uplifted at sight, two days' 
notice are required for £300 and 10 days for larger 
sums. Some such limit would be useful in India. 

(3) The issue of "buoni a seadenza fissa," bonds for a 
fixed period, which are an original feature of People's 
Banks, was suspended during the war but has since 
been renewed. They are issued for periods varying 
from six months to two years, and carry a fixed rate 
of interest. They are simplj' a device to raise rnoney 
for a longer term than the deposit at call. They 
differ little from the fixed deposit, and were intro- 
duced in the first instance because the latter was 
unpopular.. Now, however, treasury bills are said to 
be' preferred and in any case the amount they bring 
in is insignificant, at Novara for instance only 2|- 
million lire against deposits of 263 millions. 

(4) As in the German co-operative banks, the maximum 
amount that may be advanced to any individual by 

■^ the discount committee is always fixed. At 
Bologna it is £2,500. In the Novara Bank it is 
£25,(00 at headquarters, and for the different 
branches it varies from £60 to £600. 

(6) Each branch of the Novara Bank has its own dis- 
count committee to sanction loans. Accounts are 
submitted to headquarters once every 10 days. 

> 10,C00 lire. At Venice the maximam in £60. •' 
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(6) Taxation is heavy. In 1919, Novara tad to pay 
£37,5001. 

142, If these four banks are typical, the financial position 
_ , „. .,„.,. of the People's Banks is sufficiently strong:. 

General Financial Position. _. , , it • . ii ,. i 

Only at Venice is the reserve comparatively 
small. At Novara and Bavonna it is maintained at 50 per cent, 
of the share capital ; at Bologna it is 1 J times as large. A fair 
ratio, too, is maintained between share capital and reserves on 
the one side and deposits on the other. For the four banks the 
average is 11 per cent., which compares well enough with Ger- 
many, where the ratio for 871 Schulze-Delitzsch banks in 1918 
was 13^ per cent. But it must be remembered that Schulze, the 
founder of the urban movement, thought that the ratio should 
be as much as 25 per cent.^ Eor the moment, however, owing 
to the great depreciation of currency in Italy and Germany, this 
is a counsel of perfection.' Considering that the People's 
Banks have had no help from Government, they represent a 
.considerable achievement and afford Italy just the example of 
self-help that she needs. Their weakness is their isolation, and 
their danger the profit-seeking atmosphere in which they 
live. In the town co-operative fire is apt to burn low. In 
ancient Rome" fire was regarded as so important that it was 
maintained by special means. The vestal fire of Co-operation 
also requires its guardians. It is a defect of the People's Banks 
that these guardians are lacking and that there is no central fire 
to kindle and inspire. 

143. The People's Bank in its origin is a modification of 

the German co-operative urban bank, the 
The Urban Bank ii. Gei- firgt of which was founded bv Schulze of 
Belitzsch in 1850. It was not till 16 years 
later that Signor Luzzatti, his most distinguished ' aluamus,' 
carried the seed of this new movement across the Alps and 
founded the first People's Bank at Milan. In Germany, even 
allowing for the difference of population,* the movement is still 
stronger than in Italy and on the whole more genuinely co-opera- 
tive. Including the societies^ that were originally started to 
finance the craftsman and the artisan, there are now about 1,900 

'3 million lite, viz : — 

22 per [cent, of the interest paid to depositors, 17 pep cent, of net profit, 17 per ceat, of 
share premia,, 10 per cent, of stipends. 

« Wolff, People's Banks. 

' In GermanyJ the ratio iu 1914 was 27J per cent. ^~' 

♦ Germany — 57'S millions (oflBcial estimate 1919, , hot sea note, page 5. 

Italy — 35-8 (Census 1911) . 
° Already described in paragraph 116. 
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co-operative urban banks in Germany.^ They are scattered all 
over the country, and like the village banks are mostly affiliated 
to a local Audit tJnioDj which may include Craftsmen societies, 
and co-operative stores as "vrell. These Unions, -which in 1920 
numbered 47, are all affiliated to the Schulze-Delitzsoh Federation 
at Berlin.^ Pinancial support is obtained either from the 
Prussian Central Co-operative Bank or the Dresden Bank, with 
which a special arrangement has been made.^ Thus the urban 
banks are as well organised as village banks, and they need all 
the support that orgaiiisatioD can give them, as the pressure of 
the large commercial bank is being increasingly felt. The object 
of the latter is to buy up the smaller banks, and in this they 
have often succeeded. Accordingly the banks are advised to 
make themselves as " bankmassig " as possible, that is to say, 
to undertake every form of business open to a bank, and to work 
on thoroughly commercial lines. A tendency in the same 
direction has been noted in the case of the People's Banks, and 
we have, seen with tLem how commercialism may become a 
danger to the co-operative spirit. In Germany, too, the danger 
exists, but the German Bank is less open to attack than the 
Italian, as it is more genuinely co-operative.. 

'144. This may be briefly illustrated by the following dif- 
ferences between the two systems : — 

Diffeiences between the 
Getman and Italian systema. 

(1) Shares are not allowed to appreciate in value. A few 

banks introduce the thin end of the wedge by charg- 
ing large entrance fees. 

(2) Though dividends are not limited, in practice they do 

not usually exceed 6 per cent. A reason^foirthis is 
that a society distributing more than 5 per cent, is 
liable to be taxed. 

(3) In Italy the full market rate h generally charged for 

loans, in Germany the rate is about 1 per cent. less. 
This is possible, as lower dividends are distributed 
than in Italy, anil it follows that the German co- 
operative bank has still an advantage over the 
commercial bank, and to that extent is better able 
to resist its pressure. 

(4) Under German law no credit can be given to nou- 

m embers. 



At the end of 1920 there were 1,908. 
• Cf. Introdnction, paragrapliT. 
> See paragraph 44. 



(o) The German banks are united in a common organisar 
tion and not isolated like the Italian. A higher co- 
operative standard ca!n, therefore, he maintained. 

145. It would ouly be natural if the German hank 
did less than the 'Italian for agriculture, 
'*"^'^°" as Germany is more industrial than 

Italy and is, moreover well provided with village banks. 
Actually, however, one-third of the members are agrfculturists, 
which is as high as the proportion in Italy. Of the re- 
maining two-thirds half belong to the industrial and half 
to the middle classes. In constitution the most impoi'tant differ- 
ence between the German and the Italian banks is that over 
600 of the former have unlimited liability. When the move- 
ment started, this was the only form permissible by German law, 
and it has persisted since. Now, however, there is a marked 
prejudice against unlimited liability, and many banks are con- 
verting from the one form into the other. ^ Unlimited liability 
is only safe when members know each other well and can 
exercise a close control over the management. In a town bank, 
with its complicated business and with a membership which runs 
into hundreds and possibly thousands, this is clearly^ impos- 
sible. Accordingly limited liability is to be preferred, unless a 
large sum has to be borrowed. In that. case the bank should be 
kept small and only neighbours should be admitted. 

146. There are certain differences of working between an 
, . , „ , , Italian and a German bank, and the best 

Atypical German bank. ^ -n i. j. j.i -n i i. j -i 

- way to illustrate them will be to describe a 

typical German institution. I lake the 'VolksBank,' that is 
"to say the People's Bank, at Cobleaz, a town of about the same 
size as Ravenna, but far more modern and the headquarters of 
a province instead of a district. 

The bank was founded in 1866, the year in which the first 
. three People's banks in Italy ^ere started. 

. em er» ip. j^ opened with 12 'members and now has 

1,019, including 139 women. The more interesting categories are 
as follows : — 

Craftsman ... 267 (S wo- Independent Merchants 

men). and Tradesmen ... 223 (18wo- 

Peasant proprietors ..,63 t? i jr> 

^ J TT j^ 1 T. ractory and Quarry 

'Owners or Hotels, Kes- o~ „;i xj„ 

, , J T> 1 at nn Uwners and House 

tanrants and Boats ... 6Z ^10 wo- Builders 92 

men) . 

' Cf. paragraph 16 (c). 

' For 476 German banks in 1918 the average membership was about 230. 
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Field labourers ... 5 ^f^! ^^''^^''^ '"^ f^°- „„ 

tones, qnarries, etc. 23 

In busineBS but not inde- c, i i- i. r» -i 

pendent ... 25 Subordinate Railway, 

Post and Telegraph 

Doctors, Chemists, Mas- offieialsj and boat- 

' terSj Artists, Writei*, men and waiters ... 6o* 
State and Municipal 
oflBcials - ... 101 

This is a varied list, but tlSie membership of an Indian 
urban bank might be almost as varied. Gn the whole it is very 
like the list given for the Bologna^ Bank. The Coblenz Bank 
has no specified area, but broadly speaking operates inan area 
equivalent to an Indian district. 

All advances are made on the cash credit system, and every 
,,, ., cash credit account is secured by a bond 

lb I Advances 

with sureties in the usual way. No period 
is fixed, so that the amount advanced can at any time be re- 
called. This system, which is more and more replacing the 
specific loan,^ demands close control on the part of the manage- 
ment. A t Coblenz this is secured by constant check. A director 
told me that he was continually checking members', accounts. 
Before anyone is allowed a cash credit account, careful enquiries 
are made through a local agent. These local agents, or ' mens 
of trust ' as they are called, are commonly employed in 
Germany^. No ' Castelletto ' or register of maximum credit is 
'kept, as it is everywhere the practice to decide each case on its 
merits. The sanction of the board of supervision is always 
required before credit can be granted. Though non-members are 
not allowed credit, they may open accounts and get loans against 
deposits or scrip, but not against a mortgage, as this form of 
security is not sufficiently fluid for a person over whom the bank 
has no control. To members advances will be made against house 
(not agricultural) property up to 75 per cent, of its value. 
IJnlike Italy, a mortgage is constantly used in Germany as 
collateral, though not as primary'* security. No loans are made 
against shares, as under German law this is forbidden, but 
advances will be made against scrip up to 60 per cent, of 
their market value and also against goods, provided that they 
are formally pledged." As in Italy no loan can be made by .a 
director on his own responsibility, but only with the sanction o£ 
the committee. 

•Paragraph 137. 

' In 1918, in 476 banks casB cMdit advances wera 78 per cent, of the whole. The per- 
centage has probably ir creased since, bat the loan is still commoa in the smaller country towns. 

'Cf. paragraphs 90 (a) and 91. 
*Cf, paragraph 12 (chaptir 1), 
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The committee consists of three memhers, all paid officials^ 
(c) Management. of the bank. This is the usual practice, 

and it IS done to secure expert management,- 
which is essential in modern banking. It can readily be under- 
stood that in the circumstances a heavy responsibility devolves 
upon the board of supervision, and Mr. Wolff is doubtless right, 
when he says that in these banks everything hinsjes upon the 
■way the board performs its duties.^ The board aeets once a 
"fortnight to check all accounts. Once a year, too, it divides 
itself into three sub-committees of three members each to check 
every loan account and scrutinise the security supporting each. 
This ordinarily takes five days. In addition the committee 
makes a separate check once a year, so that business is well con- 
trolled. As at Venice, savings deposits are encouraged by a 
slightly higher rate of interest and by the use of money boxes 
of which 500 have been given out. Only 6 per cent, is 
charged on advances, which is a full 1 per cent, less than the 
local commercial rate. Discount business is done, but to a much 
less extent than in the four Italian banks. ^ Dividend is not 
limited, but it never exceeds 6 per cent. The only blemish on 
the bank is tbat not more than 25 to 30 members attend its 
general meetings. This I understood is a common fault with 
Urban banks in Germany. 

*WolfE, People's Bank) ; cf. also Appendix (e). 

"In 1918, in 476 banks diseount bnainess Was only 20 per cent, of the whole of. paragraph 132.- 
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CHAPTER XII.— The Village Store in Italy and Ireland. 

147. " The defence and salvation of the body by daily bread 
^^^ jj^^^ is still a study, a religion and a desire." So 

■wrote a famous writer 30 or 40 years ago.^ 
Tor Central Europe since the Armistice it might almost be 
described as a passion and a craving. In Germany last winter 
people still stood three or four deep hungrily scanning the food 
in the shop windows. In Italy prices were four or five times 
^s high as before the war. Despite all the efforts of Govern- 
ment, the profiteer in one shape or another reigned supreme. 
Only one remedy has been available— Co-operation. In Ger- 
many, since the war began, urban stores have doubled their 
jnembefs. \ In Italy, in town and country, the, store has multi- 
plied in hundreds, and in Ireland it is becoming the centre of 
the CO- operative movement. In India, though prices have soared 
less than in Europe, need is almost as great, for the village bania 
or shopkoeper is too often both extortionate and incompetent ; 
-extortionate because he is generally a monopolist, and incom- 
petent because he is too lazy or too ignorant to organize his trade.' 
In Hussia, a country that once resembled India, the co-opera- 
tive store long ago captured the village, and its 20,000 
stores show what can be accomplished where need is great.* 
There are, however, -difficulties as the following pages show, and 
it is a question whether develppment in .India should be on 
vGeyman or Italian lines. In Germany, as at present in the 
-Punjab, agricultural requirements are supplied but, for reasons 
which have already I)een explained, no effort is made to displace 
4he village^ shopkeeper. So far, therefore as the mll&ge store 
•is concernedj we must turn to Italy and Ireland for experience , 

148. At the end of 1920 out of a total 15,000 societies in 
, „ „ ,. Italy over 6,00J were co-operative stores. 

Socialist and Uatnolio __•' i:j.ivi.i jj.j.t- "ii 

:aimB initaiy. How many 01 these belonged to the village 

it is impossible to say, but the number can 
hardly be less than 3,000. The societies fall into - two .main 
groups, Catholic and Socialist, though many, especially amongst 
the older societies, are independent of any organization^" The 
country is the natural field of the Catholic, as the town is of .the 

•Thomas Hardy — Far from the Madding Crowd. 

^ Now about 3 million. 

» In the Panjib " there is, actually cue shopkeeper for every 20 families, so thit every 2 J 
•familieB are tajssd with the oust ol" miintaining ouj shjpkeeper's iamily "— rCalvert— Co-o^era<»o» 
jin the Punjab, page 14. 

* Bubuuff — 2*46 Co-operative'^ovemtnt in SusHa, pagd 46. 

s See paragraph 52. 

" la December WZi the SocialistB claimed abaat 2,5011 Societies and the Catholics 3,200. 
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Socialist, and though each invades the other's sphere, riiral 
members preponderate ia Oatholio, and urbaa in Sosialist so3ie- 
ties. The Socialist's ambition is a centralized system of lar ^e 
.societies with local branches, the Catholic's a federation of small 
independent societies each of which is a living, Autonomous 
nnit.^ The Co-operative Alliatice at Turin with 16,000 members 
and 39 branches is a good example of the formsr. The Socialist 
■would merge the individual in the mass, the Catholia in the 
family. To the Catholic a co-operative society is the family en- 
larged to include neighbour as well as relation. Eor trade the 
Socialist claims that his system is the more efficient of the two. 
The Catholic replies that the small independent society can buy 
its goods direct which a mere branch cannot do. Large societies, 
ton, develop monopolist tendencies which are a sure road to high 
prices Further, stressing moral and sometimes religious issues, 
lie maintains that Christian feeling and mutual help will thrive 
better in a small society with strong local ties than in .the more 
impersonal atmosphere of a large loosely-organized mass. The 
etore, appealing primarily to the body, if not to the stomach, is 
probably less fdrvourable to the co-operative virtues of self-help 
and good fellowship than any other important form of Co-opera- 
tion. Incidentally, this is an objection to the school of thought 
that would subordinate every form of Co-operation to the store. ^ 
Accordingly in building up an organization of siores it is import- 
ant to choose the system most calculated to foster moral as well as 
material advantage. To this extent certainly the small society 
is to be preferred to the large, and if one society is federated to 
another it should be reasonably efficient. 

149. Probably 75 per cent, of the stores in Italy have 
„, i , T. 1 Ijeen started since the war, and numerically 

The movement m Italy. ,, ,, j.ij.ii^ 

they are now the most important branch or 
'Co-operation in the country. For this the profiteer is mainly 
responsible, .but many societies have also been started to secure 
the preferential treatment accorded by the Food Controller to 
co-operative societies., ' Bluffisti ! ' — : a co-operative journal 
calls them. As with other forms of Co-operation, the store is 
much more numerous in the iVorth than in the South of the 
peninsula. The want of energy due to Southern warmth 
and. the lack of good managers account for this. The 
latter liave often to be imported from the North. On one 
occasion at a meeting of priests to form a society to supply 
them with clothes one of them asked — " and who will protect 
us from our manager ? " An inspector told me that the 

^ Amongst the Catholics too are some who desire large societies. In Italy few general state- 
ments .can be made without qualificatioa or exception, 
1 See introdnction, paragraph 12 (a). 
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co-operative store was three or four times as difficult a matter 
in the South as in tlie North, and that continual inspection and 
rigorous control were necessary. I mention this as conditiocs 
in India may not he very different. In the North the difficulty 
is to keep pace with the movement. In the district of Bergamo 
at the foot of the Alps two-thirds of the communes^ already 
have socitics, and in the old Austrian district of Trent there 
are 286 for 330 communes.^ 

150. Por the most part the older societies deal only in. 

provisions. The new ones are also attempt- 

The System— jng tjig' supply of agricultural require-, 

(o) The goods sold. ments, and a considerable numher the sale 

of boots, shoes and clothes. The laljter 

requires more experience than most committees have at present. 

Wine is occasionally sold, and a club room will perhaps be hired, 

where it can be drunk to the accompaniment of gossip, politics 

atd tobacco. Many societies are applying to be allowed to set 

up a butchery, and in some cases the price of meat has already 

been reduced. A few village banks have opened a store, but 

this is rightly discouraged as a bank and a shop do not go well 

together. Membership varies with the area, which may be a 

village or a whole commune. For the 3,200 Catholic societies,.. 

urban as well as rural, the average is said to be 200. For 

village societies it will be- less. 

Generally goods are sold at the lowest possible price which 
is usually about 10 per cent, above cost. 
(b) Pncef. Before the war market prices were charged 

and a rebate on purchases, varying from 1 to 2 per cent., was 
distributed at the end of the year. This undoubtedly is the 
sounder practice, but for the moment prices hav,e risen so high 
that everyone wants them reduced to the utmost. The rebate 
system, too, is considered too laborious and complicated for a 
small inexperienced society. Though, I did not find this to be 
the case with the societies I visited, it might very well be so 
with village 'societies in India. 

An important difference between Socialist and Catholic- 
is that, unless party feeling is strong, the 
(e)OeBimgs wkh non- Socialist society deals with member and 
memhers. ^ non-membcr alike. An extreme, case of 

this was a society near Venice which had 3^900 customers, 
of whom only 320 were members. The Catholic considers- 
* , J — ■ ■ 

> A comiDiiDe may icclude as n;any as 7 or 8 parishes or villages. 

« It is to Austria's credit that this district vies with any in. Italy for oo-operative 
dtTclopment. 18 per cent, of the pcpnlation are taid to be memhen of societies. 
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that a society exists only for its members, and more than 
half of the Catholic societies are said to act accordingly. In. 
the Catholic district of Bergamo this is done with the express, 
object of inducing people to become members, and when most- 
people have joined, the shop is thrown open to all. It is a dis- 
puted question how far a society should deal with non-membors. 
In Germany such dealings render a society liable to taxation, and 
this is perhaps the best solution of the question. 

Membership is easily acquired. In a small society five or 
ten shillings wi'l~ purchase a share, in a 
(d) Snares, liability and large ten or twenty. Liability is always, 
limited to the value of the share. ^ In Italy 
this is the invariable rule with every kind of society, unless 
liability is unlimited. Dividends are also limited to 5 per cent., 
and for the first few years, to increase resources, all profit is- 
carried to reserve. In the smallest villages turnover varies "fromt 
£500 to £1,000, in. the larger from £4,000 to £6,000. In 
1919 for nearly 4,000 societies in both town and country the- 
average was about £4,000. For Italy has a whole the total- 
turnover must be well over £25 millions.^ 

151. On the lower slopes of the Alps, within sight of 

A Group of Hill socie- Moute Rosa and within a few miles of each 

ties— other, are five village stores upon which I. 

(a) General conditions. - ^^^^ ^^ chance. Noc oue of them owe» 

anything to outside help and none belongs to any organization, 
' Bread not politics is what we want.' Politics indeed are 
anathema to a village that values .peace, and m all these socie^- 
ties was the same feeling : • We are peaceful folk and the 
friends of all, and we don't want to belong- to any party.' The 
largest of these villages has 2,000 inhabitants, the smallest six or 
seven hundred. Most of the members are peasant proprietors,, 
often with plots so sm^ll that, like the hiUmen of Kangra, em-^ 
ployment has to be sought elsewhere. Many cross the Alps to- 
work in Switzerland and France, but not all, for unlike Kangra. 
the water-power* of the hills is used and three out of the- five 
villages have small factories, which respectively turn_ out carts*, 
trunks, and silk. 

None of the societies required much capital at the start.. 
,,, m. , , , Stocks were kept low and credit was^ 

(J) The system of sale. . , -. ^-^k i , ,, ""«s- 

spanngly given. Dealers, too, allowed 3- 
months' grace. Each member paid a few shillings for his share^ 
and those who could made a small deposit. Here and thiei-e a. 

> Also the rale in Ireland. 
' 2.000 million lire. 
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larger sum was taken, from a local fund or from a prosperous 
resident, but nothing was borrowed outside the ■ village. Most 
of the societies deal only in proyisions. ' One also stocks boots 
^nd shoes and another sells wine, maintaining a club for the 
purpose. Thanks to this it has 300 members, which is consider- 
ably more than most of the others, Goods are purchased wher- 
ever they are cheapest. The local co-operative ' wholesale * 
(at the headquarters of the district) is not vefy popular and one 
president spoke with feeling of its 'canine teeth.' Stocky is 
turned over 4 (f r 5 times a year. B^ore the war a small rebate 
used -to be distributed, but now profit is usually carried to~ reserve. 
In two oases all dealings are for cash. In the others accounts 
Tiave to be settled once a fortnight, a rule, however that is 
applied with indulgence. Non-members, if well-known, are also 
allowed credit. Limits are not prescribed, but abuse is guarded 
against by an excellent rule which holds the manager responsible 
for any loss. Security is taken from him accordingly. Goods 
are ordered and prices fixed by the president and secretary who 
weigh and register everything on arrival. In one society each 
member of the "Committee takes it in turn to do this. Only in 
one instance is everything left to the manager. The president 
.admitted that this was undesirable bu<; pleaded lack of time. 

In all these societies the manager is local. In "one case 
, , „ ,• , he had been changed several timps to guard 

(c) Macagement and . , ., " i i i . i r 

.ccntroi. against any possible understanding between 

him and the president or secretary. In 
another it is laid down that he may not be related within 
four degrees to either the president, vice-president, trea- 
surer or secretary. He is remunerated by a percentage on 
the turnover varying from 3 to 4 J per cent. No one else is 
paid, so the expenses of management are small. The presidents 
are obaracteristic of the neighbourhood. The most intelligent 
is a deputy-mayor or ' Lambardar ' of the village. Another is a 
peasant proprietor who is aiso a mason ; a thirds factory hand. 
Amongst the secretaries are a young mechanic, a clerk, a mason 
and a carpenter. General meetings are held once or twice a 
year, and in the youngest society once a quarter. The latter, was 
.started ' to quiet prices,' and there is general agreement that as a 
whole tbe societies have had this effect. Other advantages are 
that people are now more contented and get better quality for 
"their money. 

Stock and accounts are checked once ot twice a year by 
two or "three members of the committee or one or two of the 
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* Syndics,'^ but there is no formal audit, nor any outside 
control. Yet the societies undoubtedly flourish. In a small 
way they show what the Italian of the North can do when 
obliged to depend upon himself. It is perhaps characteristic of 
the country that, though two of the societies belong to a single 
village and are less than half a mile apart, local jealousy makes 
any mutual'dealing impossible. Yet, and this too is characteris- 
tic, 63 members of the one belong also to the othfer, in order to 
be able to use its club room, where the sale of wine at a modest 
price evi(|/8l5TIy~heals all differences. 

lo'Ji. Turning now to Ireland we find a marked tendency 
Ireland— ^ regard the General Purposes Society a» 

The iTcnerai Purposes the society of the futuro. At present it is- 
^°'"®'^' generally no more than a village store- 

where, however, agricultural, requirements can be purchased and 
members' eggs can be sold. In time - and this explains its- 
name — it is hoped that it will satisfy every economic need of the 
. neighbourhood. Whether it is wise to make an essentially 
commercial society with limited liability the centre of the co- 
operative system may well be doubted. German examplevis 
against it, but then Germany has fostered the village bank,, 
whereas Ireland has allowed it to decline. This is to be regretted 
as the co-operative spirit, which the world needs far more than 
any specific material benefit, is likely to thrive better in the 
fraternal atmosphere of a village bank than in the more com- 
mercial ' milieu ' of a store. 

In 1920 there were about 400 General Purposes Societies in 
Ireland with an average of 150 members each. With one exception 
those I saw were all in Donegal. Broadly, the Irish system resem- 
bles the Italian with two main differences. One is the sale of eggs 
which is a great convenience to menibers, as they are an impoi* 
tant article of export. ■ The other is sale at market rates com- 
bined with the distribution of a rebate (miscalled dividend) 
which rarely exceeds 5 per cent.^ Occasionally societies fall 
into the temptation familiar to a certain type of Indian company 
and distribute a ' dividend ', though there is no profit. " We 
had better do it for the look of the thing " said the Priesident of 
one society to the assembled members. The turnover is slightly 
larger than in Italy averaging about £4,500. It would be con- 
siderably less but for ihe business done with non-members» 
who are often two or three times . as numerous as members. 



• ' Erery co-operative society in Italy has a body of five men corresponding to the 
German Board of Snpervisicnr— (iSe6 Appendix (e) ). 

' Every member has a pass book in which his purchases are recorded, and the society 
keeps a card for each member with corresponding entries. 

l2 
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As long as this continues, the General Purposes Society will 
leave a good deal to be desired."; 

153, Four things are essential to the success of an organi- 
zation of village stores — a wholesale society, 
'TTa wholetirsocie. sufficient Capital,, a good manager and 
ty. adequate control. Something must be said 

about each. The necessity of a wholesale 
society has already been, sufficiently explained in connexion 
with the German Supply Society.^ In Italy— i#~is considered 
so important that, since the war, in addition to a national 
iirhoksale society at Milan' the Catholics have started 50 
district wholesales to act as a link between the national society 
and the village. Similarly in Ireland there is the Irish Agri* 
cultural Wholesale Society.*/ Few, if any, societies in either 
country deal exclusively with the ' wholesale ', and, as we have 
seen, some societies dispense with it altogether, but, once the 
movement extends, it is indispensable to_ efficient organization.' 
In Ireland indeed it is claimed that the I. kW.S. has reduced 
the price of guaranteed manures by 50 per cent.^ 

The second requisite is capital. In Ireland share capital, 
_ ^.^ J which is admittedly too small, is supple- 

**"'*' mented by deposits or by a cash credit 

account at the nearest joint stock bank which is rarely very far 
away. The best German authority is, opposed to a trading 
society accepting deposits, as it has not .the necessary banking 
experience ; and in the case of a store, deposits are apt to lead 
to speculative purchases or to too lavish credit' The objection 
to a cash credit account is that it must be guaranteed by the 
committee; In one society I saw (not a store) the guarantors had 
Aad to pay up £46 of interest and were threatehed with a much 
more serious call on account of principal. In Italy the secre- 
tary of the Socialist federation, more perhaps by way of guess 
othan estimate, put the total liabilites of store societies at £12| 
millions of which nearly £10 millions, he said, were borrowed, 
.balf from local banks, etc., and half from the State-aided 
National Institute of Credit.* Advances are made by the latter 
-at 7 per cent.® up to f of the average value of a society's stock, 
upon wlioh the Institute has first char£;e under law. This is 

> In the new societies meini>ers are aaid to preponderate. 
2 Paragraph 56. 

a Consorzio Nazionale lii Approvl^iamento, founded eince the war but not yet working 
■ Tery welL„ ^aco^riiBpoodinf! Soeiaiint society, the Consprzio Italiano, i. also at Milau. It 
recently lost £80,000 thiou^h a sadden fall in prices and is o^ly now beginning to get op to 
:iti leg^ again. 

* See paragranh 61 (e). 

s It is efltimated that Catholic societies bny ^rd of their goods from the local wholesale, . 

6 Economic Journal, volume XXVII (1917), page 359. 

7 Of. Appendix (rf). 

s See paragraph 49. Over £1 million were advanced by the t^ational Institute in 1919. 

• The rate is' really higher as a commiasioa of \ per cent, is charged on eaeh loan 
irrespective of period. 
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its sole security. The Catholic Bank at Milan, which has 
already heen described,^ advances without formal security, 
trusting to moral guarantee and general' control. Ooods are 
not pledged, as a pledge is difficult to realize ; but payments 
to dealers have to be made througli the bank, so that operations 
can be watched. The amount advanced is determined solely by 
need. The group of hill societies described above shows that a 
village store may be almost self-supporting from the start If, as 
IS usually the case, the dealer gives a month's^ credit, very little 
-capital will be reqiiired, and it should be possible to raise it 
by shares. This, however, depends upon two things. Dealings 
must be for cash, and stock must be kept low. In India if a 
member has no ready money, he should borrow from his village ^ 
'bank rather than from the store. As to stock, in Italy it. is 
probably not turned over on the average more than 5 or 6 times 
a year. An iirban store I saw claimed to turn it over once a 
fortnight. A village society can hardly expect to do it mor« 
than 8 or 9 times a year, and that only with goo3 management. 

In the course of this report it has repeatedly been neces- 
, : , , - sary to emphasize the importance of good 

(c) A good Manager. ' i x x - i. ■ j.- i° i 

management. In a store it is essential, and 
in a village store fundamental. We have already seen how 
great a difficulty it is in the South of Italy, and how even in 
the honest, unsophisticated Alpine village *of the North it was 
thought advisable to change the manager repeatedly. In the 
South of Ireland, too, it has been difficult to find managers at once 
honest and capable, and even in the North the right type of 
man is only gradually being found and trained. " la too many 
instances has there been a tendency to appoint local persons 
who have had no training whatever, co-operative or otherwise, 
and whose sole qualification is that they are related to one pf 
the Committee."^ In Italy it is a common fault for salesmen 
to accept commissions and to favour frieruds and relations. 
The salesman is always a local man, as societies cannot afford 
io bring in someone from outside, 'and in some eases he becomes, 
as one informant remarked the ' vero proprietario,' the real 
■owner of the shop. As the same person added, these are ' small 
phenomena ' which it is difficult to avoid.** * 

^ Paragraphs 48 aad 45. 

' Before tbe.war in Italy.it used to be Ihree months. The ' wholesale' at Florence still girse 
^rom one 1 1 three months. ' 

^ Bethr Butineit—Augmt 1920. 
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Por all this the only remedy is training and control. la 
,j\n 11 J . .w 1 • Italy a large number of seven or fifteen- 

( a) Confrol and stcbKtaKing. , •' " -i « i 

day courses are arranged for salesmen, 
secretaries and members of committee. Examinations are held 
and diplomas given. The results, it is said, are excellent. Control 
depends primarily upon thB committee and the general 
meeting. Too often initial enthusiasm peters out before the end 
of the year. The general assembly leaves- everything to the 
conmittee, and the committee everything to the manager, It 
is at this point that the touring inspector is needed. All agree 
that the village store requires special, if not rigorous control. 
Every year stock must be cheeked and accounts audited ''. la 
Italy the Catliolics alone have attempted the latter, but now all 
parties realize its importance, and if the projected new law 
passes it will have to be done once a year. An annual stocktak- 
ing is already- compulsory. The more efficient societies do it twice 
a. year. Some authorities recommend once a quarter. Much 
depends on the state of the society. Normally it is done by one 
or more "members of the committee assisted perhaps by one of 
the ' Syndics.' ' In one society I sawj special members weYe 
nominated for the purpose by the general assembly. Whoever 
does it must, at least once a year, do it thoroughly, counting and 
■wejghing everything, otherwise there can be no reliance on the 
auditor's report. Other stocktakings can be more cursory^. 
The general Inspector of the I. A. W. S., who has to inspect 
GenWal Purposed Societies all over Ireland and who speaks 
■with special authority as he was for several years, manager of 
a store, said that inspection was of little value, unless the 
whole stock was checked and the entire machinery overhauled. 
This "was the only way to detect leakages an.d see that everyone 
was working properly, and h? would do it in a new sooiyty once 
a quarter and in one well established once a year. It must, 
however, be done by a man properly trained and thee was no 
better training than to have five years as manager of a store. 

In pursuance of this policy, the I. A. O. S. now maintains, a 
list of qualified managers who are willing to act as approved stock- 
takers for societies in their neighbourhood. Importance too is 
attached to the stocktaking being attended by some at leas'; 
of th'e members of the committee, in order that they may see for 



'In Ireland the audit fee is £1 per iSl.OOO of turnover up to £10,000 j above that by 

agreement. The fpe for affiliation to the I, A. U, S., ia £1 per member and £10 per £',000. 

In return for the capital fee the General PnrpoBes Sooiftty is usuaMy given » free interim, 
andit— c.f. paragraph 29 (c) — footnote. _ 

C-f. paragraph 55. To facilitate stocktaking the manager should classify his stock before, 
hand and attach labels to each class to shew the amount in stock. A. list shonld then be pre< 
pared by the committee and valu'd by the n anagers. ^loallyi the committee shonld check » 
sufficient number of tbe manager's ralnatione. 
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themselves the condition of the ajoods in stock. A number of 
societies have come to grief ' simply because there was no proper 
stocktaking, and stock appeared in the accounts which was not 
in the store, and the members were deceived for years as to the 
real position of the society, with the inevitable consequence of a 
final smash up^.' The Puajab too has had its experience of this 
kind. 
-„ „ ^ . , 154. A few points remain : — 

MjscellaDeoiiB Points. , '■ 

(a) In Ireland a society's area is normally a radius of 3 to 
. ' 5 miles. Within this limit the aim is to 

secure as many members as possible. In 
Italy the area varies from a commune of several villages to a 
village or part of a village, if the latter is large. In both 
countries convenience rather than theory is the determining 
consideration. 

(bj In a few Irish societies credit is not allowed, but this is 
f«) Credit ' 'saidto restrict business. When dealings 

and general position are good, it is given 
freely. The s^eneral Inspector of the I. A. W. S. thought it 
should be left to the discretion of the manager, who should how- 
ever be checked by the committee. In, India it would probably 
be better to follow the practice of the Alpine societies described 
above and hold the managers entirely responsible. 

(<?) The proportion of gross profit to turnover will often 
, , „ , serve as a rough guide to a society's condi- 

(c) Proportion of gross ,. ^, ^ ?, . •ii. ir. 

proat tio turnover, tiOQ. It nccessarwy vanes with trie com- 

modities dealt in, b«t ia a typical Irish 
society it averages between 10 and 15 per cent. 

(d) Nearly all store societies find it difficult to get their 
/j\ Ai. J - t " 1 niemhers to come to general meetings. In 

(d) Attendance at geseral ^j. i i j. i • tj» 

meetings. Italy absentees and .mdifterence are 

^ common, and in Ireland at only one of the five 

meetings I attended were more than 12 per cent, of the members 
present. It is a serious drawback to the co-operative store, 
and one that should be considered by those who would subordi- 
nate everything to it, that it is a bad .medium for drawing people 
together. The importance of this is that, if people do not- meet> 
the co-operative spirit cannot be developed. It -was a dim 
perception of this that made a member at a thinly attended 
meeting suggest a tea party as a remedy, and it was doubtless 
a clear perception of Irish character which made the president 
reply—* you'll never get 'em in for tay. ' Education in 

> Tkf Irish Homestead, 1920, page 675. In 1919-20 ; 15, per cent, of the General Purposes 
Societies worked at a loss (I. A O. S. Annual Se port.) 
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'<50-operalive principle is probably the only true remedy. Mean- 
"vvhile' thou shall' not live by bread alone ' might well be written 
up in every store. 

155. Materially, there is no doubt that success has been 
Rosuits and conditions ^ohisved In Irelandthe gain to members 

of sncoees. IS put at 2a. OT Sd. vo. thc shilling. ' If 

there be no store ' exclaimed the president 
atone 'meeting 'it'll be God pity us.' ' In Italy, too, a curb 
has been put upon prices, though not without much opposition 
■of the usual kind from traders. Where societies are well run, 
they ^on get the better of their opponents and ia some cases 
raouieve a virtiml monopoly ; but where they are inefficient^ high 
prices and profiteering continue. 

It is not difficult to get people to iorm a society when prices 
are high, but for success it is important to start with a nucleus, 
however small, of real co-operators who will hold the society 
"together when difficulties begin. For this much preliminary 
training is necessary. It must be reinembered tftat every- 
where, in Italy as ' well as in Ireland, the peasant has to be 
"taught everything, and that most committees will feel helpless 
till they are educated in their duties For success on a larger 
Bca,l© there must be (1) wholesale purchase, (2) standardization 
■of orders to get the lowest possible rates, and (3) direct dealings 
with the producer. The latter, which is just beginning in 
Italy, is of the utmost importance but full of difficulty.-^ 
-Finally, in every society— great and small — ^there must be, to 
use an expressive Italia*! phrase, ' grande onesta e le unghie 
■corti,* entire honesty and the .nails well pared. 

156. I cannot close this chapter without a brief account 

of a society I saw in Donegal, probably 
The Tempiecrone Cc- the most remarkable in all Ireland and 

operative Agricultural .-i on ,. .. -r ■, 

isociety. « Certainly one oi the most inspiring I have 

seen in any country. Donegal is famous 
for its tweeds, its scenery and its bogs. In the North-West 
corner of it, where rock and bog slope down to the Atlantic 
and where till recently the gombeen man ruled like any 
money lender of the East,, a small co-opprative store was 
opened 15 years ago in a hut on the hillside six miles from 
Dangloe. Forty-two members each subscribed half-a-crown 
and with this was bought a modest quantity of tea, sugar, milk 
and flour which three or four members sold in turn. The effect 
was immediate. Flour fell from 12 to 9 shillings a bag ; more 
members joined and the fight began. It was war to the knife. 
Every trader in the neighbourhood combined to break the 

* Sae Introduction paragnph 12 ; also paragraph 61. 
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society. , United, their ^ower seemed irresistible. Hardly a man 
on that bare hillside that was not sunk in debt and therefor« at 
the mercy of ' the trade.' Several members were sold up and 
.evicted from the acre or two of "peaty soil they cultivated, but 
^aid the president — " nothing was heard of it outside, for the 
traders? unlike the landlords, were good politicians." As perse- 
cution, has driven men underground to perform th§ir rites 
unobserved, so many members used only to come to the store 
under cover of night. The fight spread to the large town of 
Xoadonderry. Bread came from there arid the bakers suddenly 
refused to supply it. The society nearly foundered. Then the 
president in desperation went over to Scotland and got the 
Scottish Co operative Wholesale Socie'ty to supply it instead. 
Tinally, the president himself was attacked. The local bench of 
.six included five traders. A fellow-trader swore that he was in 
'danger of his life and Patrick Gallagher — his name deserves to be 
recorded — was ordered to find bail. The alternative was gaol and 
to gaol he went, till friends in Dublin got him out. When he 
returned to Dungloe the streets were illuminated and the hills 
blazed with bonfire?, as if a new king- were crowned. And 
indeed it was not very different, for from that day the trader 
reigned no more. The- society now has 450 members and a 
turnover of £71,000. Everything is supplied that a small 
farmer can want and a rebate of 7J per cent, is regularly dis- 
tributed^ Moreover the whole knitting industry, almost as 
important to the neighbourhood as its scattered plots of land, 
has been reorganised. 152 girls; mostly members' daughters, 
are employed to make socks, gloves, mufflers, coats and jerseys, 
■ either; at home or in a large airy room belonging to the society. 
Last year the value of these goods amounted to £30,000. In the 
old days l^d. vas paid for a pair of gloves. Now an average of 35 
«hillin£;s a week (48 hours) is paid and as much as £3 or £4 can be 
• earned. The higher wages are spent on better clothing and, where 
everyone was recently in debt, deposits now total over £13,000. 
Moreover, there is hardly a cottage in the neighbourhood that has 
not been rebuilt. This must not be set down entirely to Oo-oper- 
ation, for war has brought prosperity to all farmers, and in elimin- 
ating the competition of Austria it gave the knitting industry at 
home a temporary monopoly of the market. But it is Co-operation 
that has dethroned the gombeen man and made free men of 
■slaves. Co-operation working through the generous, dogged, 
resourceful character of the society's founder and its only, 
president. '^ 

' Not, however; on agricultural requirements. 

' For a more detailed account of this society, see I. A. 0. S., Leaflet No. 22 
Templecrone, wiitten by that most inepiring of wi iters upon Co-operation, Qeorge Basse! 
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CHAPTER XIII.- Co-operative Farms.^ 

•157. The co-operative farm is Italy's special contribution 
„, . , . to agricultural co-operation. Its impor- 

ibeir Importance. ° ., • .■• n \ ,-, , ■, fi 

tance lies in the fact that, whereas other 
co-operative forms, such as supply, sale and credit, only, deal with 
the means or the results of production,, the farm deals with pro- 
duction itself. It therefore touches agriculture at its root.- Whe- 
ther it can be introduced into India, as it is now being introduced. 
into Ireland, Serbia and Germany,^ may possibly be doubted, but 
the experiment should be tried, and for this the canal colonies of 
the Punjab" with their vast tracts of virgin soil present an 
unrivalled field. 

158. It is impossible to write of co-operative farms without 
land Tenure in ifai -touching, howevcr briefly, upon land tenure. 

The Italian system is remarkable for its 
rarie'ty. It includes all the most typical forms of Europe, often 
side by side— the large landlord resident as in. England or absentee 
as in Ireland, the small peasant proprietor so common in 
Germany, the ' metayer ' or crop-sharing tenant characteristic 
of South Western France, the capitalist farmer with his 
train bf labourers, the peasant farmer with his ' three acres and 
a cow,' the middleman farmer who is little but a rent collector, ' 
and finally, large public or semi-public estates, for the most 
part confihcated from the Church or more or leas reclaimed from 
marsh and fen. The only one 'of these that requires a word- of 
explanation is the crop-sharing tenant, as he will be frequently 
mentioned in the following pages. He is a tenant with whom a 
landlord forn.s some sort of partnership based upon a division 
of the produce. A common form of this partnership is for the 
tenant to supply labour, but no capital except a few Jinim- 
portant implements. I'he landlord supplies no labour, but pro- 
vides land, livestock and equipment, for- instance the oil press- 
' and the wine vat, and he also advances |ree of interest any 
capital required for the purchase of feeding stuffs and manure, 
the cost of which is divided between him and the tenant. In 
return he receives a portion of the produce varying from a third 
to a half.' 

159. The co-operative farm came into being as a remedy for 
^ . . J, ,^ ,, two evils, in Emilia* to mitigate unemploy- 

Oriem of the Movement — , ., . t i i j_t. j. j.i 

(o) in Emilia to remedy mcut and in Lombardy to eliminate the 
nnempioymfrt. middleman rent collector. In Emilia there 

> tor a gi.od detailed account written from the Catholic standpoint, see Pio Benassi's Affitanze- 
Colhttive published in 1920 hy tbe f'ocieta Editricelnternsziaiiale, Turin. 

> Tbe movement is already well esta1)lisbed in Bonmania. 

^ The name given tg this systHm, in Italy Meztidria,'m E'rance Metayage {Moilie.) implisa- 
dividing theprodnoe into eqnal shares, but the recent agrnrlan disturb lucoj have tended to reduce' 
the landlord's share to less than a half. 

■I Tbe country from Piacenza to Baveona. 
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vas not enough work to go round, and as often as not the labourer 
was out of a job. Elsewhere he emigrated, but here he 
was too attached to his home. The usual methods of strike and 
boycott were tried, but without success. In this dilemma some 
one realized that, instead of attempting to force an uneconomic wage 
upon the landlord, it M'ould be better to gain possession of the land 
and increase production, .The labourers of Eavenna had already 
formed a society to undertake public contracts. Iq 1 886 the 
latter took a lease of a few hundred acres for its members to 
cultivate, and this was the origin of the co-operative farm. 

In Loinbardy, thanks to the neighourhood of large indus- 
trial towns, there was little unemployment 
eiiminate"he reXooUector." but cstates wcrc large and holdiugs generally 

small. Accordingly landlords (often public 
bodies) found it convenient to lease an estate to a middleman 
contractor who made himself responsible for finding tenant and 
rent *. At its best, as in England and Scotland, no business 
relationship can be more human and productive than that of 
landlord and tenant ; but when the profiteer comes between, no 
relationship could be worse. It was a rich, philanthropic but not 
very determined landlord of Cremona who made the first attempt 
to deal with the problem. A society was founded in 1SS6 (the 
year which witnessed the first experiment at Ravenna) to rent 
a large estate direct and farm it out to its members. Unfor- 
tunately the. innovation alarmed the neighbourhood ; social pres- 
sure was applied to the landlord who soon began to tire of the 
experiment, and in two years the society came to an inglorious 
end. Meanwhile in 1887 a similar society had been started 20 
miles from Milan, and after many vicissitudes a lease was 
finally obtained in 1894. This experiment proved a success. 

160. In the next 30 years, despite many failures and 
false starts, the movement spread slowly 
?"*" ''" ■ through Emilia and Lombardy, and further 

afield into Sicily. Progress was hampered by lack of funds and 
experience. Then came the war with its sudden prosperity for 
farmers. Large estates were bought, machinery was acquired 
and organization developed. With peace unemployment again 
became acute. The demobilized soldier returned home with a 
hunger for land, and everyone wanted to be independent of every- 
one else. Agrarian disturbances broke out in many parts of the 
country, but not where the Co-operative farm was established. 
Govf.rnment seeing in co-operation p, remedy for discontent 
opened its purse and money was no longer a difficulty. 

> TbU system is more characteristic of Upper than of Lower Lombardy, where large scale 
i armiog is common and the middleman ^flttabile) often manatees the farm himself. 
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AccordiDgly, instead of the few score of farms ttat existed before- 
the Wjar there are now nearly 500. ' In three districts, Bergamo^ 
Eeggio Emilia and Ravenna, the movement is now definitely- 
established. Elsewhere, to quote an Italian authority, " we have 
to deal with a new social institution which' has not yet .entirely 
found itself and which is still in the probationary stage." ^ 

161. Two main types of society liave been evolved, one- 
The Two Main T fee individualistic a^d the other collectivist. 

yp B. j^ both, land is fented (or purchased) by the- 
society for cultivation by its members. In the one, each me.inber 
cultivates his own plot, paying the society rent in cash or in kind. 
In the other, individual possession is not allowed, or only to a 
limited extent, ana instead members work for a fixed w£|,ge- 
under the society's, manager and all produce is pooled. This- 
type is generally Socialist, and the other, which predominates, is 
mainly Catholic. 

162. In nothfing are the aims of Socialist and Catholic more 
Catholic and Socialist f^rply opposed than in the co-operative- 

Aims. tarm, yet in notbing is their practice more 

' akin. The Socialist desires ardently to elimi- 
nate private property and make the whole world collectivist. The- 
Catholic, believing that the magic of property not only turns sandl 
into gold but bad citizens into good, burns to convert everyone- 
who tills the land into a peasant proprietor. One thing, however,, 
is stronger than either Socialist or Catholic, and that is Natura. 
.herself. In aid countries systems of cultivation have their roots- 
in the ages. If small holdings have existed in Italy froni. time 
immemorial, it is because they suit the cultivator, the crop and 
the soil. If the large farm with its gang of labourers has also- 
arisen, it is because rice and wheat cannot be grown on the same 
system as the olive and the vine. Small holdings therefore cannot 
be abolished without loss,^ or large estates cut up without risk.* 

Further, even if one system of cultivation could*be substitut- 
ed for another, the difficulty of the cultivator remains. Habits 
centuries old are not changed in a day, and habits rooted in the 
soil are with difficulty changed at all. Not one tenant in a 
thousand can be turned into a collectivist, ^ or one labourer in a- 
hundred into a proprietor. The one is too dependent on himself, 



» tn 1 806 there were only 108. 

' Benassi, page 99. 

' For instance each has its own house and farm, buildinga. 

4 In the district of Milan an attempt to split up large estates failed. 

^ Some colleotirist societies in Beggio Emilia a^mit snjnll farmers and crop-shariag- 
tenantSi but only if they work fcr wages, •.£., as labourers, for at least half the year. This the^ 
fanner will only do onder strong neoeflsity. 
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the other upon others. Accordingly, if a large farm is rented, it 
is better to maintain it as a Avhole with the field labourer employed 
as before. And in that case, whether the society is Socialist 
or Catholic, collectivisf principles must be applied ; that is to- 
say, wages must be paid and produce pooled. Conversely, small 
farms, unless they are isolated, cannot well he swept away. Each 
tenant must be^ left to his ' three acres and a cow ' and, though' 
produce may be divided between member and society, it cannot be 
pooled for the whole estate. Broadly, therefore, it follows that the 
collectivist farm is only possible where cultivation is done by the- 
labourer, and the individualistic where it is done by the tenant. 
Accordingly, though the Socialist makes every effort to prevent 
tSe fur|rher spread of small holdings, and the Catholic every 
effort to increase tliem, in the main both acknowledge that, for 
a co-operative farm to succeed, it muSt be grafted on to the system 
that prevails,^ This is fundamental, and it means that it will be 
useless to apply the collectivist form to the peasant proprietor 
of the Punjab, Tot him the other type is the only one with any 
chance of success. It must therefore ba described in detail. 

163 . Tor this purpose I shall confine myself, to the 

The icdividuMhtic Farm Catholic district of Bergamo, which is the- 

in Bergamo. home of .the individualistic society. Embrac- 

(o)Tho System. j^„^ jjj^^ Gurdaspur, both hill and plain, its 

70 societies include the shepherd and his upland pastures, ^ the 
vir.egrower a!nd his warm Southern slopes, and the small holder 
cultivating wheat, maize and silk on the irrigated lands of the 
Lombard plain. All these societies are of the individualistic type, 
though in one that will shortly be described a collectivist tefidenoy 
is apparent. Ordinarily a lease is taken for nine years, or at most 
for twelve. Each member '- nearly all are peasant farmers accus- 
tomed to small holdings— receives a plot of land varying in size 
according to his need from 1| to 10 acres. This he must cultivate 
himself, and provided that he does not sublet, that rent is paid 
and the land not abused, he will not be disturbed until the lease 
expires. The distribution of the land is then revised, and if one 
family has too much and another too lit tie, adjustments are made. 

* A good inatence of this is the society of Fosseli di Carpi which entered into a crop- 
sharing partnership with the landowner, as this was the system pf the neighbourhood. Benassi, 
page 53. 

In Ravenna, too, where both large and small holdings prevail the Socialist, after form- 
ing many collectivist societies for the labourer who 's employed on the larger fa rms, is now 
organizing societies on individualistie lines for the small holder. Similary near Milan the 
Catholic is doing the precise contrary. 

* Pasture societies are formed to secure to th« people of the neigbbonrhood their 
ancient pasture grounds and prevent the interloper from the plains from getting a lease. Leases- 
are taken from the local commune, 
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^very member finds his own implements and livestook, but cost- 
ly machines like fodder cutters and threshers can usually be hired 
:from the society. Seed, manures and oth^r agricultural requi- 
sites are supplied on payment, and some co-operative sale will 
also be attempted. This however, for want of sufficient co-opera- 
tive spirit,' is still [in its infancy, and for the most part only the 
cocoons of silk are sold by the society. In the more advanced 
societies there may be a bank where loans can be had or savings 
deposited, and there may also be a store, where hoitsbold require- 
ments can be purchased. 

The chief official of the society is the manager, who is oft^ 
„ „, „ a trained agriculturist. His most important 

(o) The MaaagcT. ji !.• • j. • i i^ i • 

function is to give members expert g,dvice, 
for the peasant farmerin Italy, as everywhere else, requires to be 
guided in every step. The difficulty is to get him to realize this, 
-and he is apt on jjining a society to feel all the independence of 
the proprietor and to treat the manager accordingly.^ The latter's 
only remedy is to propose expulsion, but this is rarely done, and 
in practice members cultivate pretty much as they please. Yet 
where the manager is a man of character and tact, his influence 
may be -considerable. 

As can be imagined the chief difficulty in this form of society 
is the apportionment of land and rent. If 
(c) Appdrtionment of members are already in occupation, the status 
land an rent. ^^^^ witli here and there a modification due 

to equity, will be maintained and no serious difficulty arises. But 
when land has to be given out afresh, individual circumstance, 
size of family, quality of soil have all to be considered. If ne-- 
cessary decision is by. lot. Eent has also to be assessed and then, 
as one writer says, "arise questions, _ wranglings, complaints, 
misunderstandings between friends which threaten not only the 
harmony of the members but the very existence of the society. 
Everyone finds his own quota of rent absurdly high, the quality 
of Ms land far below the committee's estimate and his house 
much smaller tbaii that givea to his neighbour, finally every- 
one wants to be better off than his neighbour and pay less."* 
Judgment, patience and firmness are all required to deal with 
this, and it is clearly of great inaportance that too high a rent 
should not be paid by the society itself, otherwise these difficifl- 
tios will be aggravated tenfold. 

1 Ofi paragrapli 170 W.) 
* Beuasn, page 8St 
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Many of the societies in Bergamo have a Council of Vigilance 
,,^ „, ^ ., ^ of board of supervision which need not 

Id) The Couacil of ., • \ ^ p i c j.i 

Vigilance. necessanly consist only or members or the 

society. Societies experimenting in new 
and complicated forms of co-operation will often be the better for 
outside assistance, and in Bergamo the parish priest or a keen 
CO- operator .of the neighbourhood is frequently brought in to assist 
and advise, or e\ en to guarantee a loan. In this way the pioneer 
of the movement in Northern Italy, the enthusiastic Mongignore 
Dottore Portaluppi, parish priest of Treviglio, has been able to 
found and establish the most important parent society of the 
neighbourhood, that of Oastel Oerreto. 

164. The co-operative farm is in a sense a return to primi- 
tive custom. In England, when Saxon 
bifeerence between the conouered Celt, the soil was held by groups 

Co-opeiative Farm nnd the -, ,^ i • -,• • ^ i tc ry r« -V 

Celtic Village Community. audnot by indiviiuals. " Co-operation in 
agriculture " — we read — '■ was necessary 
because to each" household was allotted separate strips of land» 
nearly equal in size, in each field set apart for tillage." The 
land was divided in this way "to give each family its share of 
both good and bad land, for the householders were all equal, and 
the principle on which the original distribution of "the land 
depended was that of equalizing the shares of the different 
members of the community"' Finally we are told that, though 
there was co-operation in working the fields, there was no com- 
munistic division of the crops.^ With one or two modi fica- 
tions this might well be a picture of the type of farm we have 
been describing. But, though similar in form, the co-operative 
farm is very different in aim ; for its object is not only Lo 
improve agriculture, but also by its ideal of mutual service, to 
raise the modern rural community to a higher level of civiliza- 
tion and Christianity. To the good Catholic co-operator this ia 
vital,^ and it was partly for this reason that most of the societies 
in Bergamo have been formed with unlimited liability. By 
quickening interest and arousing a sense of responsibility, un- 
limited liability develops a keener corporate spirit than any 
other form of association. It is here that the primitive com- 
munity has the advantage. As many an Indian village still 
shows, isolation and insecurity breed a corporate spirit which- 
civilization with its individualizing touch has almost destroyed. 
No one is more individualistic than the Italian peasant of to-day. 

* Cntler, A Short History 0/ English AgricuUufe, page 1. 

' Whether or not in these early times tlie arable land was subject to redirision is not clear. 
By the 11th century it was exceptional. Here and there in the Highlands of Scotland land is stilt 
constantly reallotted.— 8 Mackenzie, A Hundred years t» the HigUand*. 

' Set Portalnppii, L' Affitto Collettiw, page 18. 

M 
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If industry is his strength, egoism is his weakness. Accordingly, 
to the Catholic it is the principal object of Co-operation to temper 
-the ore without weakening the other, and he believes that 
the only way to achieve this isto restore the corporate basis of 
iiis economic life. 

166. It is now time to give a concrete example of the 

A H-ii So -et co-operative farm. Two will be described, 

""* ^" one to show it in its simplest form and the 

mother at a much more developed stage. At the foot of the Alps, 

with half its land in the hills and half in the plains, stands the 

unpretending village of San I'aolo d' Argon, in which a single 

building arrests the eye. Once a Benedictine Monastery it is 

now the home of the members of the local co-operative farm. 

The old refectory with its half obliterated frescoes is the society's* 

store room and here, where the monks once dined, 89 co- 

■operators now hold their general meetings. The society was 

■formed 10 years ago to get rid of an unpopular middleman 

-contractor, through whom the Hospital, which' now owns the 

estate, used to lease the monastic lands. It was not an easy 

start, for to outbid the contractor a higher rent had to be offered 

than before, and as a guarantee of good faith 1| years rent had 

:to be paid in advance. Many members sold cattle and deposited 

the proceeds with the society. Others borrowed what they 

could, and everyone worked his hardest till the amount was 

obtained. A further difficulty was the condition of the vines 

which had been almost entirely destroyed by phylloxera. All 

liad to be replanted, and before this could be done, experiments 

had to-be made to discover the vine most suited to the soil. 

These were so successful that, when I visited the society, its 

cellars contained nearly 250 ^ tons of wine. A thousand 

acres have been rented, but nearly half of this is woodland. In the 

ola days members used to cultivate on the crop-sharing principle, 

but now each pays his quota of rent, and as one said to me— 

" now that I get all the produce, I work with passion, and I do 

my best to improve the land;" This is one of the advantages 

of the co-operative farm. It gives the man who used to work 

for another the feeling that now he need only work for himself. 

Rent is paid through the silk cocoons— the, mulberry as 
well as the vine is cultivated — and any deficit is made good in 
cash. Cocoons are the only thing sold co-operatively.. Though 
the wine cellar and all its appurtenances are leased by the 
society, each member makes and sells his own wine and stores 
it in his own casks. So far every attempt to secure co-operative 
manufacture has failed. Members are at once too independent 

' 251,000 kiloB. 
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-and too conservative. Manure and seed are supplied through the 
jsociety, and manuring is now said to be dene more scientifically 
and seed to be selected with greater care than before. This is 
doubtless due to the manager who ia in charge of the society. 
Crop insurance is compulsory, as the crops, are the only security 
for the rent. On grapes the premium is as much as 18 per cent., 
on wheat 5 or 6 per cent. Discipline is not strict. No member 
has ever been expelled, though two or three times it was admit- 
tedly necessary. No dividend is ever distributed. Instead the 
profit which is small is carried to reserve. The society is now so 
strong that it could almost afford to buy the land. An important 
point to notice is that at the start members trusted to their own. 
good effort rather than to the modern nostrum of State aid. 
Genuine Co-operation means self-help and self-sacrifice. Of this 
the society, though it has not advanced very far, is a good 
example. 

166. The second society has already been mentioned, for it 
. A Plains (.Society- ^^ ^^^ oj^est iu Lombardy. It is nearly 30 

(a) Distribution of the years siuce, With the help of a few sym- 
^"^ ■ pathizers who became honorary members for 

"the purpose, a number of small peasant farmers of Oalvenzano, a 
village situated in country as flat as Amritsar, combined to take 
-a lease of 132 acres of irrigated land from the landlord direct, 
instead of each renting his two or three acres from a middleman 
rent collector. The society now owns 500 acres, valued in its 
balgince sheet at nearly £5,0(J0 but in reality worth much more, 
and in addition rents four estates for £500, Owing to a Socialist 
tendency there are a number of ex-labourers amongst the mem- 
bers, and this accounts for a feature which is unusual in indi- 
vidualistic societies. The land is entirely redistributed every 
"three years. Each family, so far as possible, is given five-sixths 
of an acre per head, and, as in the primitive Celtic community, 
holdings are made up from different estates, in order that every- 
-one may have good and bad land alike. Members may cultivate 
their land as they please, but on no account may they sublet, nor 
may they even cultivate it in partnership with anyone else. 
'Theoretically the society is open to all, but in practice, 
as land is scarce, new members are excluded by an entrance fee 
of £15,' Sons of members, however, pay only half a crown. 

As 1 1 years' rent has to be deposited by the society as 

(6) Cooperative Sale cautiou money, members pay half their 

Bnd Tomato Pac- rent in advauco.^ The balance is paid in 

^°''^' silk cocoons which, with tomatoes, are 

> 1,200 lire. 

• A new society should always do thb. It reduces general liability and gires the 3oeie:y 
dready money. 
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the only produce sold co-operatively. The sale of cocoons^ 
presents no difficulty, as the members' sole alternative is to- 
deal with a merchant who, like those of Amritsar, only 
supplies the silk worm eggs on condition that the cocoons are 
sold through him, an arrangement that is naturally all to his 
advantage. Tomatoes are dealt in, as for the last 14 years 
the society has had its own factory for making tomato conserve. 
To keep it well supplied members are obliged not only to sell 
their tomatoes to the society, but to grow them on a fixed pro- 
portion of their land. Both rules are said to be observed as 
prices are good and co-operative spirit strong. In another way, 
too, the factory is useful, for 16 hands, all sons of members, 
are employed in it. Owing to keen competition and poor 
management it made a bad start, and for the first six or seven 
years was worked.at a loss. Now it pays its way. 

The society undertakes a number of miscellaneous activities 
all calculated either to cheapen or t(y 
(e) Miscellaneous Acti- increase production. Seed and manures are 
supplied, a weighbridge is maintained, and 
machines for threshing, pressing fodder and drying maize are 
hired out for a moderate charge. Members are encouraged to 
bring their savings to the society and their deposits now total 
nearly £5,000, another sign of the prosperity brought to the 
farmer by the war. Loans are made when needed, and insuraijce 
against hail is encouraged by paying one-third of the premiumi 
Members are also insured against old age, and^ for those who are 
too old for this the society contributes 25 shillings ^ a year to a 
provident fund. If a member is ever too ill to work, the 
president appeals to the 'filantropia' of other members to 
cultivate his land, and anyone who does it has his name recorded 
in an album kept for the purpose. A weak point in the society 
is that its manager is not a trained agriculturist. This hampers 
agricultural development which should be the main object of 
a co-operative farm. Otherwise it will be little better than a 
glorified Irish general purposes society. Yet even so it will 
have one advantage over the latter, for production, not con- 
sumption, is its basis, and for the farmer this is the more natural 
and educative basis of the two. ^ la this society it is claimed 
that production has increased, and that the farm has been a 
spur to the whole neighbourhood. As a result, too, of eliminat- 
ing the middleman, rents have been reduced. 
■ ■ 1 

' 100 lire. 
' Cf. paragregh 152, 
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167. A few figures must now be given to show what has 
g^^jj^y^^ been accomplished in the single district of 

Bergamo ^. The total area cultivated by 
70 societies is about 20,000 acres. Three societies have 1,000 
acres or more, but at least ten have less than 100. Similarly 
the largest society has 222 members, the smallest only five. 
As many as 18 have less than 20. A co-operative farm may, 
therefore, be as much an afPair of half a dozen neighbours as of 
two or three villages. This is encouraging to those who believe 
in small beginnings ^. 

168. One society in Bergamo has purchased land in order to 
r , „ , sell it to its members. A debit and credit 

Land Purchase. ^ . . . , , ., 

■ account is opened for each purchaser, who 
has to pay in the whole amount (by instalments) before owner- 
ship passes. In Eavenna a considerable number of societies have 
been formed for the same purpose. Prosperity acting upon land 
hunger has had the same efifect there that it has had in th^ 
Punjab. Agricultural land has been forced up to fancy ^prices 
and has sold at 8,000 lire * an acre. The primary object of these 
societies is, by combining purchasers, to check the competition 
that leads to high prices, arid incidentally to encourage better 
-farming; for like the Punjabi, " the small proprietor will rather 
spend his savings in buying fresh fields than in improving those 
he has already."* It is hoped, too, that even when a member 
has acquired his land, he will remain in the society in order to 
ibenefit by co-operative sale and supply, and to use its store. 

169. It should now be evident that the individualistic farm 
Possibilities in India ^^^ Considerable possibilities, and that there 

IS almost no section of the agricultural 
community which it cannot serve in one form or another. It 
is the only kind of society that would, I think, be a better foun- 
dation for a rural co-operative system than the village bank. To 
the tenant its advantage is obvious ; and to the proprietor, too, 
large as well as small, it has a message. To the small, it is the 
message of better farming. From a good co-operative farm he 
will get the skilled teaching and guidance that nearly every 



' Reliable figares for the whole of Italy are at present auobtiinable. Byan district totals 
.«re difficult to get and have to be received with caution. 

' The following averages may be noted : — 

Membership (4'i societies) = 50. 

Area cultivated (33 societies) = 332 acres. 

Rent (33 societies) = over £250 (21,126 lire), 
3 At present exchange about £100 j at par £320. 
* Bolton King, Italy, page 167. 

h2 
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peasant farmer still needs the whole world wide ;^ and in addition 
he will enjoy facilities of supply and sale denied to others. To the 
large proprietor the co-operative farm is a reminder that "the 
landlord can no longer be considered as a proud and inaccessible 
deity, to be served by his dependents with reverence mixed with 
fear."* In the Punjab the experiment might well be tried 
of a colony based upon a system of co-operative farms. There 
would probably be no better way of converting the Punjabi into 
a good cultivator. Moreover, it might give him the stimulus to 
develop his land which has now to be given by ownership. If so 
valuable proprietary rights might be retained' by Government who 
could then continue to share materially in the ever increasing 
prosperity of the colonies. In this way the co-operative farm- 
might even prove an important source of revenue. 

170.- Here perhaps this chapter should end, for the collec- 
The coiiectivistFarm in tivist type of co-operativc farm has little, if 
^"''^'"'*- any, application to the Punjab ; but it is so 

characteristic of Italian genius and represents so striking an 
achievement in Co-operation, that it is impopsible to pass it by. 
It is just possible, too, that there may be some corner of India 
with soil congenial to its seed.^ 

The two districts in which the society can be seen at its best 
are Eeggio Emilia and Eavenna. Only the latter was visited and 
what follows relates principally to that district. The town of 
Eavenna has already been described. The district with' its 
350,000 inhabitants stretches from the Apennines to the Adriatic, 
and for the most part it is so low and flat that much of it is 
marsh and fen, or what in the Punjab would be called ' sailaba.' 
This is gradually being drained, and iu the last fifty years large 
areas have been reclaimed and put under wheat, beetroot and 
rice. It is this that has given the Socialist his chance, for the 
old lands which have been cultivated for 2,000 years are now too 
split up for collectivist experiments ; but the wide tracts of 
virgin soil, demanding the rough labour of the hind rather than 
the intensive cultivation of the peasant, were exactly suited to 
his purpose. Accordingly in 1886, when unemployment grew 

" Cf. the fojionjrg extract from the New Jersey Report given in the American Report on 
Agricnltnrsl Co-operation in Europe, Part III :— "The conviction has been growing stronger that 
by dealing with the individual farm as a problem by itself, by learning of the defects in its 
organisation ind by correcting these defects, the level of production might bo raised much more 
rapidly than by the older method of dealing with farmers of any section ' en masse '." 

' Benassi, page 8^ 
> A farm on collcctivist lines has recently (1921) been started at Sholapur (Bombay). 
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iacute find strike and boycott failed, the first co-operative farm 
in Italy was formed. Its members were all ' bracoianti ' or 
journeyman labourers, men who were as readily employed upon 
a road, embankment or terrace as upon work in the fields. Nearly 
all the societies in Ravenna have been recruited from this class, 
and it is only recently that attention has been turned to the 
peasant farmer and the small proprietor. 

171. The earliest coUeotivist farms' were starttd on the 
„, „ ^ same lines as Oalvenzano, that is to say, each 

Ihe System. , . i ^ i i^. j_ j 

member was given a plot to cultivate lor 
three years. This, however, led to the exhaustion of the soil, as 
everyone tried to g3c as much as he could out of the land before 
he had to give it up, The labourer, too, accustomed to work for 
others proved unable to work on his own. Pure collectivism was 
therefore attempted. The estate was cultivated as a whole and- 
-produce was pooled. This is the form which still prevails, though 
not very successfully, in the adjoining district of Bologna which 
was also visited. In Ravenna it did not answer, as there was no 
inducement to the labourer to do more than work for his wage- 
Accordingly a compromise was evolved which is now the system 
in force throughout the district. 

The farm is still run collectively, that is to say, imple- 
ments, machines and livestock all belong to the society, 
and all operations are directed by the manager. But every 
member receives a small plot, which varies fiom one to seven 
acres according to the size of his family and the amount of 
land at the society's disposal. It is manured and ploughed by 
the society which also does the threshing, but the labour re- 
quired for rolling, weeding, and reaping, etc., is provided by the- 
member who eyentually receives one -third of the produce. This^ 
is normally sufficient to keep him and his family in grain for the 
year. On the debit side be has to pay one-third of the price of 
the seed and manure used on his land and one-third of the cost of 
insuring his crop, ^ Tillage must be done exactly as the manager 
directs, and if labour is required elsewhere, it must be given, or 
the defaulter will be debited with the cost of getting the work 
done by someone else. Plots are distributed by lot and are kept 
for one, or at most two years. If, as is generally the casg, there 
are not enough to go round, those who draw blank get first choice 
at the next distribution. Meadow land is not divided, and in, 
Reggie Emilia, where a similar system prevails, wheat too is 
cultivated collectively. It is claimed, with some justice, that 
this system involves no essential compromise of collectivist 
principle, as land cannot be retained for more than a year or two, 

1 OccBsionsUy no charge is made for seed aud liisaraiice. 
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and the only effect of division is that wages are paid partly in 
kind instead of wholly in cash. Its advantage is obvious. By 
securing to the labourer a share in the fruit of his labour, it 
provides him with the stimulus that everyone requires to do 
iiis best. 

172. The collectivist farm goes far beyond anything pre- 
A hievemeut viously attempted on a considerable scale. 

Last year in the district of Ravenna there were 
60 societies, and 50,000 acres, or about 20 per cent, of the culti- 
vated area of the district was in their hands. Thanks to the 
large profits made during and since the war, 20,000 acres or 
more have been purchased.^ Detailed figures for 26 Socialist 
societies show that their live and dead stock was recently valued 
at £100,000,2 and their annual produce at ovffr £300,000. 
Seventeen societies maintain stores where shopping can be done, 
two make. their own wine and three or four do simple banking. 
There can be no doubt that the collectivist farm is strongly en- 
trenched in the district, and, where it exists, it tends to absorb 
every other form of co-operative activity. In one village I ■visited 
it even had a Labour branch for undertaking general contracts. 

173. Before so much could be achieved many difficulties 

had , to be overcom'e. The two greatest 
were discipline and finance. No financial 
(fl) Self-help. problem could well have been greater than 

for a number of men, with no other resource 
Tjut the labour of their hands, to find the capital required to lease, 
stock and run a farm. The case of the society at Piangipane is 
typical of how it was done. Starting with a succession of crop- 
sharing leases which involved no capital outlay, the society was 
eventually forced by a quarrel with the landlord to launch forth 
on its own with a cash lease of 225 acres. Its £2 shares were then 
paid up in full, in cash or in labour, and those who could made a 
small deposit. At that moment, too, a member who was insured 
met with a fatal accident and the £240 paid by the company to 
his family was deposited with the society. This was sufficient for 
the caution money required to secure the rent. Implements, 
machines and manures were supplied on credit by the Co-opera- 
tive Union at Ravenna.^ Luckily the harvest was good and a 
profit of £240 was made. Next year another 700 acres were 
rented, and to meet the increased outlay shares were raised to 
£8 apiece, and the 200 members undertook to pay for them 
as before in cash or in labour. Profit,, too, instead of being 

* In 1920, thirty Socialist societies owned 13,600 out of 25,000 acres in their possession. 
■ 8 million lire. 

* All Socialist societies are affiliated to a Union at Kavenns vrhicb is responsible for gsneral 
4>rg8iiizBtion, The Union also farms land. 
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'distributed was added to shares. This, wiis teu years ago. The 
society now has £7,500 in deposits, a common good fund of over 
£3,000 and another £1,000 in shares and reserve. 

Not infrequently philanthropic neighbours have guaranteed 
an initial loan, and Peoples' Bfinks have also advanced large 
sums, spurred on by the sacrifices members so often made. At 
Molinella, for instance, it was agreed that 50 per cent, of wages 
should be withheld till the loan of the local Peoples' Bank was re- 
paid. It was common of course for savings to be deposited, and 
in Calvenzano, the society described above, goods were even 
pawned that something, however small, might be lent. In a 
much newer society^ near Mantua 500 members are said to give 
15 days' free labour a year. In another ^ near Rovigo one day a 
week is given, Most coUectivist societies indeed exact free labour 
or retain a part of the wages till harvest. If the latter fails, then, 
as my informant said, " it is good night to your pay. " 

Finance is now a much simpler affair than when members had 
'(*) 8*ate Aid ^° depend upon themselves for a start. Since 

the war the National Institute of Credit" ^ 
has advanced millions of lire at 2 or 3 per cent, below the 
market rate. It can do this as Government is behind it. The 
security for these loans is the society's livestock, equipment and 
produce, upon which the Institute has a lien under law. Every- 
thing is valued including even the normal yield of the land, and 
advances are made up to one-third or occasionally a half of the total. 
In Ravenna alone last year the best part of £500,000 was advanc- 
ed. Other banks, not however the commercial ones, are follow- 
ing suit. • In spite of this the demand for money throughout the 
country far exceeds supply, and when recently the National 
Institute suddenly stopped lending, progress in many places came 
to a standstill . This will not be the disaster it is termed, of it 
compels a return to older and sounder methods. 

174., Even more difficult than finance is the question of discip- 

Disoipiine and iu d.pen- li^e. The' collcctivist farm is nothing but a 

dence on :— factory in which work is done out of doors in 

(a) Economic need. g^^^^j ^f ^-jj^j^ ^,^q ^^^^ ^^j^^ ^j ^ building. 

But there is this important difiFerence. No work is so difficult to 
supervise as agricultural, and when, as often happens, members 
run into hundreds and, as sometimes happens, farms extend over 
one or two thousand acres, the problem of supervision and discip- 
line is far more difficult than in the factory. Societies rely upon 
three main factors, the need for employment, the tie with Trade 

I Sermide, 

' Oiacciano. . 

' Described in paragraph 49. 
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Unionism and their own authority. It will be remembered that 
throughout Emilia, of which the district of Ravenna is a part, 
these societies originally sprang from the distress caused by 
unemployment. The evil has not been cured but only mitigated. 
Accordingly the economic need^ that must be at the root of 
all Cooperation, still remains, and members know well enough 
that anything that endangers the society endangers themselves. 
There is therefore a predisposition to obey. 

Ihis predisposition can be given almost the force of an 
,.^„ , TT • ■ instinct through the tie with Trade 

(A) Trade Uuioniem. —^ . , , ~ 

Unionism.^ Jbivery member must 
be a Trade Unionist, and in most oases he lias been so for many 
years before he j&ins a society. If so, he already knows some 
thing about discipline. Moreover, the closest possible touch 
is maintained between a society and the local Trade Union. 
Each is represented on the other's committee and important 
questions are discussed together. In one society it was stated 
that nothing could be done without the Trade Union's approval. 
The latter not only prescribes rates of wages and hours of labour, 
but settles disputes between a society and ite members. As 
strikes are by no tneans unknown — a society I visited had just hai 
trouble with its forage packers — the support of the Trade Unioa 
may be of the greatest value. ^ And in general it may be said 
that, without this support and without the habit of discipline 
formed by the Union in its members, the coUectivist farm 
would never have reached its present development. If it is 
ever attempted in India, there must be some tie equally strong ta 
take its place. None could be better than a well- developed co- 
operative spirit. But this is rarely found at first. 

The third factor is the society's own authority. For practi- 
cal purposes this means the manager and 
anagemen . ^^^ assistants. The former direct,s all op- 

erations as much as if he were in charge of a factory. Ear 
more than the president, who is- always a labourer and often 
little better educated than his neighbours, the manager is the 
real head of the society.^ He, too, may be a labourer, but in 
that case he will be a man who has risen by force of character. 

> Or League of Bee'iBtance, as it is called. 

' Most strikes are said to be ' sympatbotic ' and not to last more than a few days. The 
pacliers' strike, however, lasted 12 days, and on another occasion the Trade Union committes 
sent to the spot to arrange things took a week; meeting every nigbt, to ofEect a settlement. On 
the whole, though, a strike against a society la less common and less formidable than a strike 
against a private employer ; and \X is never political. 

' President and Manager are often com1>ined, bat this is admittedly undesirable'. 
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Character is probably more needed than brain to deal with: 
the many difficulties that arise. In one society it was clear 
from the manager's emphatic gestures that the task had al- 
most been too much for him. At first, he said, members had 
no idea how to work tbgether. There were endless explana- 
tions and repeated reprimands. The latter were useless. At 
last an example was made, and a few who refused to work- 
were suspended for a year. After this members became more 
receptive, and gradually, thanks to patient teaching, a more 
co-operative spirit was developed. The society has now 632 
members and six farms with a total area of over 1,600 acres. 
The most effective remedy of all is expulsion, as little or no 
local work can be had outside the society. To the man who 
would stay at home the society is indeed almost a condition of 
existence. For that very reason, perhaps, societies are loath 
to expel and it is rarely done. Expulsion is not confiaed to 
breaches of discipline. Criminal offences and even moral 
irregularity are occasionally punished in this way. A mild* 
er penalty is to cut wages. Once a squad of 10 or 12 mem- 
bers refused to dig a channel to the required depth. Re- 
monstrance merely provoked violence. In the end the work 
was done, but only half the amount due was paid. It would 
not' have been surprising if many societies had failed for 
want of discipline. But except in the South, where disoipline 
is said not to exist, failure now appears to be rare. One 
reason for this is the strength of the party tie which, as a 
Socialist said, marsHalls people as ' for battle. ' Moreover, 
before a society can collapse the whole resources of the party 
are brought to bear upon its recovery. 

175. Ten or twelve miles from Ravenna, in country as 

. _ flat and as heavily irrigtated as a canal 

colony, lies the townlet of Alfonsine. Its^ 

(a) Pare collectivism 13 000 inhabitants are remarkable for the^ 

and ilB lailore. . , p , i • , . j 

'Variety or their co-operative enterprize. 
Carpenters, masons, and transport men have all formed societies 
of the type that AviJl be described ia the next chapter. 200 
peasant farmers have also started a _ co-operative farm on in- 
dividualistic lines. Finally, there is a society of 785 journey- 
man labourers which owns and cultivates over 800 acres, 
undertakes ordinary labour contracts and runs a store with a 
turnover of £i2,000. It has already been explained how the- 
• bracciante ' of Ravenna was by nature more a labourer than 
a hind. Consequently it is not surprising to find labour socie- 
ty and farm united in a single organization. In this case 
the labour society came first, and it was not till its fourth 
year (1909) that a lease of 375 acres of rice land was taken. 
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The advantage of rice is that it requires more labour than 
capital. Aj first, pure collectivism was tried and no division 
■of the land was allowed. As capital was scarce, members 
agreed to forego half their wages till after the harvest. When, 
however, the harvest came the balance sheet showed a loss 
and wages could not be paid. " What happened ? " I asked. 
" Adunanza tragica~a tragic general meeting " v»as the reply, 
"and sharp division between the committee and the mass (la 
massa )." Ultimately members understood. It was their first 
lesson in the difficulties of capitalistic enterprise. The next 
four years saw little improvement. It was just possible to 
pay wages after each harvest but no more. The root of the 
trouble was the uncompromisingly collectivist system. This 
was finally abandoned, and the modified form of collectivism 
described above was introduced. With the outbreak of war 
the society prospered, so much so that last year it made a net 
profit of £1,000. "■ It now owns the whole of its two farms 
{ 832 acres ) for which it paid £22,000 Its gross produce is 
valued at £1!I,250, and including what is paid in kind the 
total wage bill comes to £7,5CO a year. AH- this has been 
achieved in little over ten years. Though much larger than most 
of the societies in the district, it is the smallest of the four 
I saw. 

Of the 785 members only 250 have allotments, as it is 
useless to give a man less than what is 
J) The distribution of Sufficient to support him and his family. 
'*°^- This varies from 2J to 7|- acres according 

to circumstances. Another 450 members 
have been provided for by special arrangement with the proprie- 
tors of the neighbourhood, a condition of the arrangenjent being 
that they are still allowed to work for the society. Nearly 100 
members have no land at all and will have to wait till the next 
distribution, which is done once a year. Only in exceptional 
cases can a plot be retained for two years. \ The re-allotment is 
carried out by thp committee of the local Trade Union, partly 
by lot and partly by arrangement. This is a good instance of 
the close connexion with Trade Unionism referred to above. Mem- 
bers, I was told, submit to re 'allotment but do not like it. Land 
and gold are the two enemies of the collectivist, and not till both 
are abolished will collectivism reign. • Occasionally 'groups of 
20 or 30 families agree to work their combined allotments as a 
whole ; but, collectivist though the society is, this is discouraged 
as it is found to lead toi)ad work, more especially since the 
war, as young men now are inolin^'d to slack. Where, as in 

» 80,000 lire. 
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agriculture, supervision is fliflSoult, private possession or a share- 
in the pToduv-^e are needed to spur men on to work. And equity 
too dernands this, for, as the president said, on precisely similar 
land one man wiil produce nearly twice as much as another.' 
Part of the land purchased by the society is split up into 
small holdings culliva^d by the peasant 

(0) The Peasant Farmer. ^^^^^^ j^ .^ j^^^^ ^^^^ iadividuali«»t and 

collectivist are in mortal conflict. Labourer and peasant 
can no more lie down together in a collectivist society than wolf 
and sheep in a single field. One peasant who was in difficulties 
with his farm has already allowed himself to be swallowed up and 
converted into a labourer. Tlie others still hold o\it agaijist what 
is regarded as a tolal change of life and a loss of caste. But they 
are a n^ere handful, and it is only a matter of time before they 
are ousted. A collectivist society will not buy land which is 
already much split up, or, if it does, a separate society will be 
formed for the peasant farmer. But where the latter is too weak 
or too isolated to resist, he is absorbed or has to quit. The 
Catholic replies by trying where he can to split up the large 
estate, so the balance is preserved. 

At Alfonfine wheat, beet root and maize are the staple crops. 
These are cultivated on modern, and indeed 
(d) Management and almost industrial liucs. Machines valued 
at £4!,500 are maintained and include a 
motor tractor and five threshers. Repairs are done in a large 
shed equipped with every kind of appliance. Each estate has 
two managers, one to direct agricultural operations and the other 
for administrative control. Another person is in charge of the 
180 head of cattle that belong to the society. At head-quarters 
there is a generaLmanager who controls every brauch, A com- 
mittee of nine, all labourers, meets twice a month. 

General meetings are held several times a year, and it is- 
characteristic of these collectivist societies that they are well 
attended. A gathering of 500 members is said to be not unusual. 
Contrast this with the urban bank or the village store. ^ 

The societies of Bergamo limit their membership but not 
their liability. In the collectivist societies of 

(«) Membership. -r, -i. • j.i j.,. j « » 

' Eavenna it is tue other way round. ^ Any. 

one can join, provided he is a labourer and a trade unionist. The 
difficulty of finding house accommodation prevents a large influx- 
of members from outside. _ All the ' braccianti ' of the neighbour- 
hood have joined, as it is their only means of securing regular 
work. A man can becom<3 a member tor half-a-crown which - 

> The same thing is said in Tomkinson's Slate Help for Agriculture, page 28. 

• Paragraphs 139 (c) and 154 (d). 

' In colleetiviat loeieties elsewhere membership ia'sometimes limited — Banassi, page 4S. 
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•shows how little effort is made by the members to monopolize 
privilege. The regular re-distribution of the laad is farther evi- 
dence of this. The newest member has as good a right to a hold- 
ing as the oldest. Collectivism puts a severe strain upon human 
nature, but no one can deny its generosity. As in nearly all 
these societies, profit is never distributed. The most that is done 
is to add part of it to shares in proportion to work done during 
the year. This is a good way of increasing capital. Discipline 
has been tolerably maintained and since the start only ten mem- 
bers have had to be expelled, some for disobedience, others for 
moral irregularity. Altogether the society is a remarkable achieve- 
iment, but not more so than the other societies visited. 

176. The objects, of Co-operation have been admirably de- 
T, ,z 1=^,, ^ „ .. . . fined as "better business, better farming 

Ee8ulta or the CoUcotiviat - n i jj t • m rm n j_' • i_ <• 

Farm. and better living. ^ The collectivist farm 

(o) Better Basinets. satisfies all three. We have already seen 
how its discipline may affect character. It is clear, too, that 
large bodies of men cannot be taught to work together for what is 
essentially a good purpose without learning much that is valuable. 
The co-operative farm has undoubtedly had a steadying «effeot 
upon the labourer, and where once there was agitation and discord 
-there is now comparative peace and contentment. The labourer 
has in fact learnt some of the difficulties of the capitalist. 

As to ' better farming * all observers acknowledge improve- 

F r • ment, and Catholic and Socialist alike agree 

arming. ^^^^^ ^^^.^ ^^ Hiore marked in tte collectivist 

'than in the individualistic farm.^ At first sight the collectivist 
iarm is simply the factory system applied to the land. Every- 
thing is done on the largest possible scale with the fullest appli- 
cation of machinery and science. But, though methods are in- 
dustrial, aims are the reverse. The factory's" sole object is 
maximum profit,^ the farm's ma:?imum yield in cash or in 
kind. The factory cares nothing for maximum yield unless it 
coincides with maximum profit. The farm, provided there is no 
positive loss, cares little for maximum profit if it means reducing 
the yield. Springing from the distress caused by unemployment 
its object has always been to provide as much work as possible 
rfor its members. Accordingly it seeks* not gain but subsist- 
ence, not the maximum yield .per man, which has been des<. 
bribed as the apotheosis of the factory theory,* but the maxi- 
mum yield per acre. Subsistence too, not gain, is the primary 
object of the small peasant proprietor. Thus, despite methods 

' Sir Horace Plunkett, Sural Life Probiemt of the XTnUed Siatea, a moet suggestive book. 

* For instance, see Benassi, page 48. 

> i.e., net profit. 

< Seller Busineie, November 1920, pag: 36. 
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that are diametrically opposed, peasant proprietor and coUectivist 
farm are united in aim. The only difference is, the peasant pro- 
prietor has a small family to feed, the coUeotivist farm a large. 
Desiring the largest possible yield, the latter has been obliged to 
develop its lands to the utmost. A good instance of this is an 
estate bought by the Union at Eavenna for £6 an acre and now, 
after reclariiation and improvement, valued at £60. Many are the 
acres that have been reclaimed by co-operative farms ; but even 
where cultivated land is taken it is probable that production is 
increased, as up-to-date machinery is introduced and expert guid- 
ance is available, if not on the farm itself, anyhow at Ravenna 
-where the local Union maintains two graduates in Agriculture to 
advise its affiliated societies.^ 

If evidence of ' better living ' is desired the villages of 

Piangipane and Mezzano should be visited. 

(c) etter iving. j.^ ^^^j^ theatres are being built, mainly 

out of undistributed profit. One, when I saw it, was almost 
complete and had cost £6,000.^ A local artist had been employ- 
ed to decorate its walls with frescoes, in which the ' bracciante ' 
could be seen as nature made him, playing classical instruments 
in not very classical attitudes. Yet these two villages . are no 
bigger .than the larger villages of Rohtak and Hissar. One 
has 6,000 inhabitants, the other only 4,000. Vast profits have 
heen made during and since the war. In 1919 Piangipane 
.laade nearly £4,000 out of 1,588 acres. The farms have pro-; 
fiteered like anyone else who had the chance, but they have 
applied their profits more wisely than most. Common good 
funds have been formed in one case amounting to £3,000. In 
one society schooling is given to members' children during the 
summer. In others milk was supplied during a period of scarcity. 
Some give medical assistance, others insure their members aga- 
inst old age. These are the fruits of not distributing profit. 
At Piangipane, where so much was earned, members loudly 
demaiided distribution but, as my informant said, fine speeches 
were made and people went away content. The question is 
how long will they remain content. As societies increase in 
substance, the old Adam of individualism may spring up lustier 
than ever, and it is significant that already here and there are 
signs of a rift between Trade Unicrnism and Co operation, which 
is suspected of being ultimately based upon private property. 
Meanwhile the . CoUectivist Farm is probably the- high water 
mark of agricultural Co-operation in Europe. 

>Bach aoeiety contribates to the liaioQ 1/5 per cent, of its rent subject to a ininimnm of 2/@. 
' } Million lire. 



176 
CHAPTER XII.— The Labour Society. 

177. If the ooUectivist farm has a rival in achievament, it is- 
n^^i^g the Labour Society of Italy. "In its simplest 

form its object is to eliminate the contractor 
and undertake contracts in his place, whether for making a road, 
building a hospital, or constructing a railway. In its more de- 
veloped form it aspires to operate factories and mines. "We 
are not going to allow any profit to be made in .this industry " 
say the miners of Great Bl-itaiu. " We will absorb all the pro- 
fits and we will increase our wages to the point where the least 
fraction of profit is absorbed. "^ Broadly that, too, is the ulti- 
mate object of the Labour Society, but whereas the miners 
propose to attain it by slowly sucking the owner dry, the Italian 
labourer is trying to achieve it by the co-operative society which 
takes the place of owner or contractor, as the case may be. Eour 
lignite mines and three or four iron and steel foundries, started 
during the war, have recently been taken over from Government. 
Co-operative glass furnaces and printing presses are already work- 
ing successfully, and a variety of other enteiprises have been 
undertaken. Of these the most ambitious are societies of metal 
workers formed to repair and even to build ships. Genoa is 
the centre of this scheme. "^ If these enterprises succeed, Italy 
will have given a lead which the rest of the world will do 
well to follow. Intensely interesting and deserving of study 
as all these experiments are, I conflaed myself to the labour 
as opposed to the industrial side of the movement, for the one 
is the foundation of the other, and at present the simpler forms 
have more to teach India than the more developed. 

178. Though the movement is 40 years old, it is only 20 
Deveio meat years sinoe it began to take root. At the 

eveopmea . ^^^ ^^ ^^^^^ there werc about 2,500 societies,. 

of which nearly f belonged to the Socialist organization. Since 
the war growth has been extemely rapid, and the root cause of 
this is said to be the desire for independence, which is a profound 
and widespread effect of the war. Another and more obvious 
cause is the lavish assistance given by Government through the 
National Institute of Credit. Government has been quick to 
realize that there is no better sedative for industrial ferment 

than the Labour Society. Seventy -five per cent, of the niembers 

\ . 

* Mr. Hodges before the Royal Commission on April 25tli^ 1919. 

' Negotiations are new on foot for the transfer of ' the arsenals at Naples and Venice (nO' 
longer required) to the Co-operative Union of Metal Workers which proposes to covert them into 
fuctories for making agricnltarsl machinery — La Cooperaeione Italiana, 8rd Jnne 1921. It 
would be a happy omen if through Co-operation the sword is finally beaten into a ploughsbare. 
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-of the latter are urban, and for tlie most part only labourers and 
wage-earners are admitted. But as societies grow and their func- 
tions become more complex, Labour finds itself less and less able 
■to dispense with the education and -capacity of the intelligenzia, and 
there is consequently a tendency to widen the conditions of mem- 
bership, and for ' manual ' labour to seek alliance with ' intellec- 
tual, ' for the hand in fact to call in the assistance of the brain. 

179. DiiRculties have turned principally upon funds, 
DifiBouities. , ., management and discipUue. On these three 

(o) Finance. ^^j^^^-g ^^^^^ jg ^^^ ^^^y^ ^^ ^^j^^^ ^-^^^ ^^ 

already been said in connexion witli collectivist farms, which, in 
broad outline the Labour society resembles. The National 
Institute is now as essential a .factor in the progress of the one 
as it is in that of the other. In the six years ending with 1919 
it financed works to the value of 366 million lire. With few ex- 
ceptions only contracts with public bodies are financed, as the sole 
security for loans is the payment order for work done. By agreement 
with the society these payment orders are made out in favour of the 
Institute instead of the society. The Institute can then cash them 
and repay itself from the proceeds. In anticipation of the issue of a 
payment order it will advance up to -x^ths of the amount CBrtified 
as due to- the society. The first loan of all, however, has to be 
made on no better security than the moral guarantee of the 
members. But no advance will be made until project and 
estimates have -been carefully cheeked by a member of the bank's 
engineering staff, who satisfies himself that the work is sound 
and likely to be properly executed.' Further, so far as an initial 
loan is required for supplies, viz,, implements, machinery and 
the like, the money is not handed over to the society but is 
retained by the bank which pays the 'bills direct. As yet there 
has been no loss, and as nearly all work is executed for 
Government or local bodies^ the payment order system is both 
simple and effective. By many, if not by most, State kid in 
one form or another is considered essential. - But it should 
generally be possible for a new society to start with small 
contracts which can be financed by local effort. The two 
societies shortly to be described are instances of this, and it may 
be' confidently stated that, if work is well done from the start, a 
society will prosper. 

■Management has been a source of greater difficulty than 
,,. „ , finance, especially in the South. Too often 

(i) Management . -i i je i i -i 

the wrong type or manager has been engaged 
;and then insufficiently controlled. As everywhere else, the 
war has temporarily slackened 'morale' and dishonesty has 
increased. Not infrequently societies have fallen into the hands 
of contractors who, having lost their work through these societies, 
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have obtained employment as their managers, a position they 
then proceeded to abuse. The only remedy for this is- 
careful selection at the outset combined with regular control. 
The Catholics claim to have a monthly audit but few Socialist 
' societies have hitherto had any audit at all. The coUectivist 
farms are in the same case, but in Eavenna at least, general 
meetings are frequent and members are said to scent out an 
irregularity at once. In a Labour society the regular hours 
oi work make it diflSioult to get members together more than 
once or at most twice a year. It is all the mor6 surprising" 
therefore that so many societies succeed. As often as not, 
it is due to a manager who is himself a labourer, and it speaks^ 
much for the capacity latent in. ' the masses ' that so many 
societies have found their managers amongst their members. 

In regard to discipline, the tie with Trade Unionism is, if 
fi Disci line pos'Siblc, closer than in the co-operative 

iscjpine, farm. In both, wages and hours of labour 

are fixed by the Labour Exchange, '^ which is a joint organization 
of all the local Trade Unions, each of- which is represented on the 
committee. Once a year, after consultation with the employers ' 
associations, a schedule of wages is drawn up for each class of 
labour. The disadvantage of this system is that it demands a high 
standard of discipline to keep men up to the level of their wage,, 
and discipline is more difficult to enforce in a co-operative society 
than under an ordinary employer. On joining a society*a 
man is apt to look "upon himself as a ' padrone ' — 
as master instead of servant and, as some one said,. 
he is no longer kept in his place by the ^tick. Accordingly, 
though technically a Labour society is as efficient as any other 
form of organization, its output of work is probably less. This, 
however, is a small price for the community to pay for the 
greater, freedom and contentment of the wage earner ; and in 
the long run, by improving conditions of work and by reducing 
strikes, Co-operation may even increase production. Meanwhile 
it would perhaps be an improvement, if societies adopted the 
rule in force in a co-operative glass works visited near Venice, 
and obliged applicants for membership to serve a probationai;y 
period, much as apprentices did in the mediseval guild. 

180. Labour societies must not be confused with either ' 
the mediaeval or the modern guild. Of the 
The Modein and the ^^q the latter is morc akin, but there is a 

MeditBval Guild compared. -j j-w j. j. ii i 

Wide dilrerence, as at present the newly- 
formed English Building Guilds supply nothing but their labour. 
Implements, materials and even money for wages have so far 

'Camera del Lavoro. 
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been provided by Government.^ If, however, they succeed they 
will probably develop, into co-operative Labour societies, as their 
aims are fundamentally the same.^ On the other hand the 
mediseval guild bears only the most distant resemblance, as it 
undertook neither trade nor craft, but merely prescribed rules to 
secure a monopoly of work for Its members and a proper level 
of efficiency for the community.^ The Labour society also aims 
at .monopoly, and this is its greatest danger, for few can work 
their best without the stimulus of competition. ^ 

181. The rest of this chapter will deal with the district of 
„, -, ,. ^ Bavenna which has already been described.* 

The Movement in Eavenna. mi -r i • ■ j.i • j i 

The Labour society there is as strongly- 
developed as the co-operative farm. In ^;he town alone there 
are a dozen or more societies and the contractor has now been 
entirely eliminated. The last survivor was bought out a year 
ago. In the whole district there are 75 societies, all with 
limited liability. ^ Membership varies from 9 to over 3,000,. 
but not more than a score have over 100, while more than half 
have less than 60 members. A society indeed may be as large 
or as small as is desired. ' Braccianti ' or navvy societies pre- 
ponderate, and 90 per cent, of this class of labour are now co- 
operators. Other categories are : — 

Cement workers and masons. 
Joiners' and carpenters. 
Varnishers and whitewashers. 
Stone and marble masons. 
Glass workers. 

Forage packers. 

Every society is affiliated to the Socialist or to the Ee- 
publican Union at Eavenna. The former is not only responsible 
for organization, guidance and control, but also undertakes con- 
tracts like any other Labour society. In 1919, for instance, it 
executed work to the value of £60,000.® Its activities have 
extended as far afield as Sicily and Calabria, where it helped to 
rebuild the towns shattered by the earthquake which destroyed 
Messina. The Union was brought in to ' down ' the extortionate 
Southern contractors, as there was no local society to do this. 

^ In future the Co-oper&tive Wholesale and Inanrance Societies will probably make Ooveru- 
ment assistaDce much less necessary. 

' So far only a dozen contracts have been made, bnt the movement is already spreading ta 
the papling-case and furniture industries — The Eeonomitt, 2nd July 1921, See also an article- 
in The Venturer for October 1920. 

■ Staley, Qmildt of Florence. 

• Paragraph 170. 

° Not all are pure production societies. Some, perhaps 25 per cent., merely allot work lik& 
the Tailcrs society described in paragraph IIS (d). 

* Five million lire. 



Metal workers. 
Porters. 
Dockers. 
Sailors. , 
Carters. 
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Difficulties at first were almost insuperable. The local navvy was 
neither intelligent nor honest. The contractors, too, declared 
"war. They put it about that men from Ravenna had come to 
"take the bread out of Sicilian mouths and were going to be 
paid a higher wage as well. Thanks, however, to the help of the 
local Socialists a society was eventually formed under a reliable 
manager from the North. Happily a substantial profit was made\ 
and at the end of the year, to create a good impression, it was 
decided to distribute half of it as dividend. At first the Sicilian 
could not understand what was meant. Surely the society would 
keep the profit as had always bean done before. After much explan- 
ation he understood, and with that the contractors were beaten. 

182. The largest Labour society in Ravenna and the oldest 
.^ , ,o .. in Italy, is the 'General Association of 

A Labonrers society. —» .i-. iti itj.i 

Jjraccianti, or manual Labourers. it has 
the further distinction of having been the first society in the 
country to undertake co-operative farming; Founded 40 years 
ago with 300 journeyman labourers of the type described in the 
last chapter, it now has 3,700 members, all inhabitants of Ravenna 
and its neighbourhood, and except for its size it is typical of the 
many ' Braccianti ' societies in the district. Its object was to 
eliminate the contractor by taking contracts itself— no easy 
matter, as in those days all public contracts were auctioned.^ 
The society found itself repeatedly outbidden by the contractor 
speculator, who would then tempt the best labourers away by 
high wages A long struggle followed and it is such struggles that 
test a society's mettle. For some time work was confined to roads, 
embankments and terraces ; but eventually building contracts 
were obtained, and work that could not be done by a navvy was 
given out to societies of carpenters, joiners and masons. In 
1919, 22 works were under construction, including an overhead 
railway bridge for the station at Ravenna, and the total value 
of the work executed during the year was £ 15,000. 

In 1886, to provide more work for its members, co-opera- 
tive farming was started and now 2,250 
(a) Co-operative Farm- ^cres are cultivated. . Of this, 1,500 acres 
'°^' are actually owned and as much as 

^100,000^ was paid for the largest property adfjuired, an estate 
of 1,000 acres. The first year pure collectivism^ was tried, bu't 
proving a failure individual holdings were allowed. This led 
to exploitation of the land, and finally the modified form of 

'Except in so far as he does 6eld labour the'braceianto.' is simply a narry. 
'Now private treaty is alloired a^ vrith leases to ca-operatiri {arms. 

' Two and a bait million lire, converted at par, as in 1918, when the land vrS^bongbt, ex- 
change had not been mnch affected. . 



collectivism described in the last chapter^ was applied with good 
result. 

TJnquestionaibly the society's greatest achievement is the 
reclamation work done in the Campagna 
^ (h) Reclamation of the pound Eome and at the mouth of the Tiber, 
.ampagaa. Started in 1882 it was not completed till 

1905 when a large tract of land was finally drained and coloniz- 
ed. No work could have taxed endurance more. The Cam- 
pagna was then a death trap and its swamps a by- word. Fevej' 
raged, and first and, last 400 died. But the work was done and, 
thanks to the Braccianti of Eavenna and to others, Eome, 
once the unhealthiest capital in Europe, became one of the 
healthiest. 

With two exceptions, 'management and control are entirely 
in the hands of the labourers themselves.^ 
(c) siauagemeLt and Qjje exception is the graduate in agricul- 
ture who looks after t^ie farn:s, and the 
other is the general secretary who was one of the founders of 
the society. The son of a miller and now member of parlia- 
ment, he was the first to see the possibilities of CiJ-operation in 
Eavenna' and no one has done more for its devtelopment.*^ 
Every village round Eavenna is represented on the society's 
committee, "n hich works without payment. Paid officials attend 
its^ meetings but may not vote. Capital was raised at the start 
by ^ shilling shares and ' a loan of Grace, ' to which sympathi- 
zers contributed 10 lire each. For ten or twelve years no profit 
was distributed and now there is a common good fund of nearly 
£2,000 from which 100 members who are too old to work are 
given 25 lire a month. A point to notice is that the society was 
started before there was any Trade Union in Eavenna, which 
shows that, where need is great and feeling good, the Trade 
TJnion is not indispensable. Expulsion has been rare but has 
occasionally been applied to punish malingering aad immorality. 
On one occasion a member who had stolen firewood saved him- 
. self from expulsion by returning it. He was suspended for 
six months, instead. Eor India, the mast encouragiag feature 
of this remarkable society is that at first 80 per cent, of its 
members could neither read nor write. A member who joined 
in 1887 said it was impossible to conceive the difference between 
now and then. Illiterate ' Braccianti ' would come hat in 
hand to the society's tiny office and ask for orders, and were sur- 
prised beyond measure to find things discussed with them instead. 
The educational effect of this, he said, had been profound. ^ 

^Paragraph 171. 

"His name is the Hon'ble S. Baldini. 

n2 
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183. The special interest of the 'Braccianti' society is 
. . , , „ J ^^^* i* shows how Oo-operation can be 

A society of Masons and ^• ^ ± i nii '^,.,. 

Cement-workers. applies to a class 01 laoour which IS common 

acwelement*''''''' "°* throughout India. Of its application to 

more skilled labour it would be difficult 
to find a better example than the Socialist society of Masons 
and Cement-workers at Eavenna. There are about a score of 
these societies to be found in the district. This one started 
nearly 20 years ago with only 32 members. Now it has 402 
in spite of a split which took place in 1912, when the Ee- 
publicans left in a body to found a rival society, which charac- 
teristically occupies premises in the same street. Only, masons 
and cement-workers living in or near Eavenna are admitted. 
No outside work may be taken, so that the society is, a member's 
sole means of livelihood. It is in fact a pure Production society 
.like the German cabinet-makers society described in Chapter 9, 
differing from it, however, in size as mountain from mole-bill, 
and also far more truly co-operative. ■"■ Though the society has 
gained position and comparative wealth, membership can be 
acquired for a few shillings which can be paid at the rate of 
6d. a month. ® Share payments provided nearly all the money 
that was required at first, as dealers supplied whatever was 
needed on credit, and as soon as work started payment orders 
<!0uld be pledged. As is so often the case ia Co-operation small 
beginnings have produced gre^t results. A chemical manure 
factory is now being built for the district co-operative Supply 
society at a cost of £70,000, and a palatial municipal market for 
£60,000. In 1919 work to the value of £iO,000 was done, and 
last winter the weekly wage bill was £600. The society is fun 
almost entirely by the me tubers themselves. Power rests chiefly 
with the two general managers, one a mason and the other a 
<5ement- worker, but the conimittee is also important and meets two 
or three times a month. Absentees have to give their reasons in 
writing,- and those who are ten minutes late are sconced a flask of 
vrine. Each member takes it in turn to supervise the work of the 
society for a week. For this only bare expenses are paid. 

The. cTiief object in forming the society was to oust the 

of L b r contractor, who not only pocketed the profit 

( ) on 1 ions a oar. ^^^ employed the able-bodied and left the 

weak to fend for themselves. This he was able to do as 
unemployment was rife As we have seen, it is the property 
of Co-operation to protect the weak against the strong, and 
when applied to production it seeks to give every one a fair 
share of all available work. ^ This is still important as even 

^ Paragraphs 114 and 115. 

> Members in arrears wita any paymeat are not allowed 1 1 vote at a g^aaral meeting. A. 
food mie where it can be enforced. 
• Paragraph 113 (d). 
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tiow work is often short. When this happens members take it 
in turn to work. In summer a paan is entitled to be employed 
iox two months at a stretch, but in the three winter months ' this 
is reduced, if necessary, to a fortnight. In these months, too, 
only seven hours a day are worked instead of eight. A member 
told me that he used to have to work ten hours a day at 21 
■centisimi or less than a farthing an hour. Now he gets a 
minimum of 328 lire which, measured in money, is 15 times 
.^s much. A comparison of the society's rates for 1915 and 1921 
ishows that wages have increased eightfold. '^ As prices are 
only four or five times as high as they were, the workman in 
this society is much better off than he was before the war. ^or 
men there are a dozen different grades of pay, and two more 
for those who are not up to the mark. Classification is done 
once a year by the committee assisted by specially selected^ 
members. Members are divided into squads, each under a 
foreman who is responsible for all implements and materials 
used, for the correctness of the pay sheet and for general dis- 
cipline. Time, not piece work, is the rule, as the latter is 
considered to savour of • sfruttaraent<) '.^ Differentiation between 
good and bad work is therefore difficult. No one may 
work overtime or on Sundays, a rule, however, which is 
applied with indulgence. No holidays are given on full 
pay, nor, for fear of shirkinsf, are wages paid during illness, 
.but men who are partially incapacitated are given light 
work. Members, too, are insured, and there is a provident 
fund for the aged and the infirm. For instance, a member who 
is blind is now ' getting 15 lire a month. To encourage" 
corporate feeling, 'when a member dies, the faneral is attended 
by the society in state *with. its banner, a red flag embroidered 
with the symbols of the craft. 

Discipline is maintained in the usual way. If a man >re- 
. Djjci line fuses to do a bit of work, or gets drunk and 

'^"'*' disorderly, or if there is a fracasVith sticks 

•or a customer is abused, the offender will be fined or have his 
washes reduced, or he may be temporarily suspended.^ Only in 
extreme cases will he be expelled. But on the whole the need 
for work keeps a man soberly to his tools, especially as behind 
the society is the autocratic figure of the Trade Union. All 

1915. 1921. 
* 1st category ... ... ... 0-55 lire 3'97 lire 

2nd „ ... ... ... 48 ,, 3-72 „ 

3rd „ • ... -»0-86 „ 3-41 „ 

Each categDry contains 4 grades : the figures given are averages. For Geraiany ef. para- 
^sph 115 ;c). 

> A word generally used by the Socialist in spuking of one mai or class exploitiug 
jinother. 

^Chatter (sohiamazzo) and excessive drinking and smoking are forbidden by rule. 
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members must belong to tbe union, an^ so identical are the 
two in interest that expulsion from the latter automatioallj^ 
involves expulsion from the society.'- 

184. After eliminating the contractor it is an important 
The Tie with Trade objeot of the Labouc societj to obtain a 

Tjnioaisn..^^ _ mouopoly of the labour of its craft or in- 

dustry, 'in order, firstly, to prevent competition between its 
members and, secondly, to secure a fair distribution of work be- 
tween, weak and strong. Materially the more efficient workmen 
have more to lose than to gain by joining a society, and unless 
they are men of generous i^istinct they will prefer to fend for 
themselves outside. It is then ^hdt many societies are tempted 
to apply illegitimate pressure to bring them in, In one so"ciety 
I visited it was,admitted that the boycott had been used for 
the purpose, and that the Trade TJuion had helped the society 
by refusing work to those who would ,noi join it. Last year 
four or five med had been forced in this way to come in. So- 
cieties that do this are little more than tho shadows of their 
Trade Union, and'it is a serious defect of the Labour society 
that, being so closely allit;d to Trade Unionism, it is apt to e&re 
more for monopoly than for efficiency, and for wages than for 
work. Viewed in this light the possibility of a rift between 
Trade Uuionisnou aiUd Co-operation, to which reference has 
already been made,^ is not necessarily a matter for regret. 

185. If the tie with Trade Unionism has^ been stressed 
,. ^. ^ ^ ,. both in this chapter and the last,^ it is be- 

_, Application to India. ... . ■• ,, , /, ■> ,-, 

^ cause it IS at once the strength and the 

weakness of the Production society in Italy ; and if i^ is sought 
to introduce the latter into India, some substitute will have to- 
be found to take its place* At present it would seem very doubtful 
whether this form of society could be applied to any class of Indian, 
labour. At the same time the contractor makes as large a profit 
in India as ift Italy. Moreover, now that there is so much talk 
of the industrial development bf India, it is of the highest import- 
ance that the desolating evils of. the industrial system* in Europe 
should be avoided. If things take theiv na;tural course, they are 
likely to be repeated with all the aggravation that a hot climate 
and a low standard of education are capable of producing. The 
most-earnest- attention should, therefore, be dgvoted to any move- 
ment like Co-operation which sees in the welfare of the worker 
more true wealth than any increase however great in the mater- 
ial wealth of the courfCi-y. 

s ' :- 

* Shares are act returned in the event of expaUiou, nor even on wlthdravral utiless due ti 
change of residence or profession. 

» Paragraph 176 (c). 
' Paragraph 1.74 (J). 

* A ITabonr society has recently (1921) been started in Broach (Bombay Presidency^, 
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Conclusion — The Co-operative Spirit. 

186. In this corLeluding paragraph I desire to strike a single- 
note. Co-operation, of which so much lias been said, is some- 
thing more than a system. It is a spirit, an attitude of heart 
and nlind, never- more lieeded than it is to-day. ' The conquests- 
of the secrets of nature ' ■ says a recent writer speaking of the 
present condition of the world, ^ ' is child's play in con^parison 
with the overcoming of the dif6.culties of human co-operation.' 
Yet, as in the hour of need" men turn instinctively to religion, 
so now in the hour of economic need men are turning more 
and more to Co-operation, for Co-operation is religion applied 
to business. - It is not that business is immoral, but that 
the Capitalist or profit-seeking system which prevails is 
dominated by the fundamental law of its being, that the maxi- 
mum profit and nothing but the maximum profit miJst be earned. 
No system has ever been more ef&eieLt for production or more 
unequal for distribution. By its very nature it is unable to 
protect the weak against the strong, the many against the 
few or the community against the inevitable strife of Labour 
and Capital. On the other band it is of the very essence of 
Co-operation to strengthen the weak, protect the community 
ar d give fair play to all. Great the task, but fair the prize. 
To gain it one thing is mdispsnsable. Societies innumerable 
may be founded, vast enterpfizes may be undertaken, but if the 
co-operative spirit is lacking, ultimately all will be ' as sounding 
brass or a tinkling cymbal.' 

Again, and again in this report^ we have seen that effort has 
failed, or-success has vanished, or an operation has not been, 
attempted, for lack of the loyalty, good fellowship and corpo- 
rate feeling so well expressed in the old phrase ' each for all and 
all for each', which is the very -embodiment of the co-operative 
spirit. How theh can this spirit be gained ? ' The wind bloweth 
where it iisteth,' yet even the wind, as sail and windmill show, 
can be made to serve human need. Both in -Germany and in 
Italy the greatest stress is laid upon teaching and training. In 
Germany, as we have seen no one is allowed to work amongst co- 
operative so sieties, until he has mastered both the principles and 
thw practice of Co-operation ;^ and in both countries, more and 
more effort is being made to ground the leading members and 
officials pf the societies themselves, not only in their duties but 
also in the ainas and objects of the movement. In India with 
her 47,000 societies and her host of illiterate co-operators the 
task is infinitely greater. But India has two advantages. In 

^ In the Manchester Ouardian, 

' See the many references ia the Index under Co-operative Spirit. 

> See paragraph 33 (a). 
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-each province every type of society, whether of town or country, 
producer or consumer, is united in a single organization,* There 
could be no better medium for the co-operative spirit. The 
second advantage is less obvious though almost as important. 
The best way to imbue simple men with the co-operative spirit 
is to bring them together to discuss their common needs. In 
India for the most part villages are so sdaall and compact, that 
:general meetings can be held much more easily than iri most 
parts of Europe ; and it is significant that alike in Germany, 
Italy and Ireland, wherever general meetings were found to be 
well attended, the society was always good. This too has 
invariably been my experience in the Puujab.^ 

But teaching, training and general meetings are not in 
themselves enough. Leaders must be found and they must be 
.•genuine co-operators. In Oo-operation personality is everything, 
for like all'spiritual forces it demands the whole man. Brains, 
learning and experience are not sufficient. There must also be 
-an ardent desire to help the individual and to serve the com- 
munity, to fight to the death what a great writer has called ' the 
devilish doctrine of every man for himself.'^ In the three 
countries I visited nothing impressed me more than the chaiacter 
of the men at the head of the movement— men essentially practical 
yet inspired by an ideal, as broad in sympathy as in outlook, 
understanding their work thoroughly and performing it devot- 
edly, and withal enthusiastic and capable. These are the true 
guardians of the co-operative spirit and in no country will Co- 
operation be strong until it has drawn such men to its service. 

'See paragraph 27. 

*One i-f the greatest dangers which threatens auccessfal ea<;erprize is the tendency to hold 
general meetings as infrequently as possible and for them to be very badly attended' — ^Smith 
-Gordon, Co-operation <« Many Lands, volume.I, page 162. 

*A. B. (Georga Russell), The National Being, page 126. 
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Appendix — Miscellaneous Points. 

A few loose threads may oonveaiently be gathered up 
here : — 

Under German law 10 per cent, of net profit must be carried 
(o) Reserve. *° reserve, but nearly every s(3ciety visited 

had one or more supplementary reserves. In 
Raiffeisen village banks all profit remaining over, after the neces- 
.-sary allocation has been made to the statutory reserve, is^ vested 
in a fund called ' The foundation Eund.' This is maintained 
partly as a second line of defence against loss, partly 
to make the society financially independent and partly to 
■create a common good fund for the benefit of ihe members. 
-Other village bank^ have a supplementary reserve to prevent the 
balance sheet showing a loss, for by wise provision the statutory 
.reserve can only be drawn upon to make good a loss shown in 
the annual balance sheet. The eflfect of this is that any loss 
affecting the statutory reserve is automatically brought to the 
•notice of every member of the society. Many trading societies 
iiave a third fund for bad debts, and often carry all their profit to 
•reserve for the first 5 or 10 years. In these societies, too, there is 
almost always a latent reserve due to premises, plant, machinery 
and stock being written down in the balance sheet far below 
their actual value. This practice I found to be common 
alike , in Germany, Italy and Ireland. A good example of it 
is a vine-growers society on the Moselle which, owning a fine 
wine cellar equipped with expensive machinery and 120 casks 
worth 1,000 marks each, had entered the whole in its balance 
sheet at 8 marks. This is characteristic of all the vine- growers 
societies I saw, and is due to a rule prescribed by the local 
EaifPeisen Union that 50 per cent, of the profit must be applied 
to writing down plant and machinery till their whole ' cost has 
been discharged. • In Bavaria much the same principle is applied, 
and one of the granary societies I saw had valued its costly 
four storey ed elevator at 1 mark and its 12,00.0 sacks, worth 
probably 5 marks each, at the .same figure. This practice has 
two advantages, firstly, a large latent reserve is built up which 
,may be invaluable in time of need. Secondly, if a substantial 
profit is earned, it conceals the fact from members whose 
cupidity might otherwise be excited. Throughout Germany the 
;greatest importance is attached to reserve, and two good instances 
-of its value are given in Chapter 9.^ It is universally agreed 
that it Cannot be built up too fast, and though it may easily be 
ioo small, it cannot be too large. It is mainly owing to this 

>P&TagTaphs 113 (e) and 115 {d). 
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policy that societies have been able to meet their heavy loss upon: 
war loan stock. 

It only remains to add that societies are allowed to employ 
their reserves as they please. In the Punjab this right is subject 
to lestriction, as a reser\e is not only required to guard against 
loss but also'to provide cash in an emergency. In Germaijy the 
more developed banking system makes this unnecessary. 

In Germany etery member has the right of ivithdrawal 
,1^ ,rx.- T,- ^.2. i. .... from his society subiect to^ notice, which ' 

.(b) The Right of with- , , •; . •• ,* _ ' t 

drawai. ,- Under law may not exceed 2 years, in 

Italy the right is only conceded if a society 
decides (1) to amalgamate with another society, (2) ^o increase 
its share capital or (3) to change its objects. The right, too, 
has to be exercised within a limited period, which is only 24 
hours if the member concerned was present at the general meet- 
ing sanctioning the change.. Apart from this, withdrawal is 
only allowed with the sanction of the committee. ' ^ ' 

The German point of view is that a co-operative society is 
a voluntary association- and that people M'ould be less eager to 
join if they had to remain members against their will. At the 
same tiifie, in the case of societies undertaking. heavy liabilities, 
eg., Granaries, Creameries, House-building c^iocieties, etc., the 
practical disadvantage of the right is admitted, and a few 
societies, though co-operative in aim and spirit., are registering 
themselves under the ordinary Company law in order to avoid 
the risk of a sudden, withdrawal by a number of their members. 
The danger can be minimised by prescribing the maximum 
period of two yeai*S for notice of withdrawal 

In Italy, liability (if not unlimited) is limited under law to- 
f -t d I • brt *^^ value of the share which must not 

""' *"^' exceed 100 lire (25 shillings). In.Germany, 
as in the Punjab, the extent of unpaid liability is entirely at 
the discretion of each society ; but unlike the Punjab a second 
share cannot be bought till the fLr«t is fully paid, and any 
further "purchase is subject to a similar proviso in regard to. the 
last share acquired. This is a useful precaution and should, I 
think, be adopted in India to prevent the possibility of finance 
being based upon what might otherwise only be paper, liability. '^ 

In Germany the acceptance of deposits by non-credit 
„ ^ ^.. o . .. societies is discouraged." In RaifEeisen so- 

(d) Non-Credit Societies ... .i • « i • ti ° i • .i ait l J 

and Depusits. cieties it IS lorbidden, and m .those atnitatea 

to the Imperial Federation it is said to be 

' See latioduction pacagvaph S. ■ . - ^ 

' Cf. Paragraphs 17 (a) and 39 (b). 
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-exceptional. The reason for this is that only banking societies 
■are thought to have th^i necessary experience for dealing with 
deposits. In India I -would only allow trading societies to 
accept them from their members. 

In every respect but one the Indian co-operative credit 
/^-^u j>^ J * o • system may be said to be modelled upon 

(e) TheAard of Supervi- ,i ~ mi s-j.- • j.i -n ^ j 

eion. the German. The exception is the Board 

of Supervision. This boa5*d or council is 
now a feature of nearly every co-opera|jve credit system in 
Europe.^ Special pains were therefore taken to aseeitain 
how it worked. In Germany it exists in every form of 
-co-operative society, and it is entrusted, on behalf of the 
general body of members, with the STlpervisiou and control 
of the executive committee. Expert opinion is agreed that it 
serves a useful purpose. '^ In very small societies it is probably 
superfluous, but in the ordinary society which consists of from . 
50. to 150 members, it means more experience in council, better 
work by the committee and at the same time less responsibility 
for them. The board's chief duty is to satisfy itself tliat the 
annual balance sheet and general accounts are correct, and tor 
thi^ purpose some kind of audit must be done. In a trading 
society stock has to be carefully checked and valued, and in a 
credit society the position of all debtors -and their sureties is 
reviewed. In addition, during the course of the year definite 
duties have to be discharged which vary with the class of 
society. In many house-building societies the more important 
questions have to be determined by the committee and board 
sitting together. In urban banks credit transactions usually 
require the approval of the board or of a sub-committee of its 
members, and Mr. WolfE goes so far as to say that everything 
hinges upon the way it performs its duties. ^ In the tailors society 
described in paragraph 113 the heavy loss incurred was partly 
due to in sufB.cient control by the board of supervision. Individual 
boards naturally vary in efficiency. In Bavaria and in the 
Baiffeisen societies of the Rhineland 25 to 30 per cent, are said 
to be. first rate^ and in the latter area, thatks to* constant training, 
only 15 or 20 per cent, are bad. In Bavaria the proportion of 
useless boards is twice as high. , 

In Italy every society is legally bound to have a body of 
three ' Sindaci ' or Syndics (with two deputies) who have almost 

• Wolff, O'o-operation in India, page 169. 

» The'alile aathui-s of Oo-operatioa in Many Lands (page 167), quoting the acknowledged 
authority of the late Professor Wygodzinski, are not very favourable to the Boafd of Super-, 
vision. It should therefore be stated that "moat of the secretaries and members of committee 
whom I consulted, men who have to work under its supervision,, were decidedly in its 
.fsTour. 

= Wolff's, People'^ Banks. 
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exactly the same functions as the corresponding board In 
Germany. In this connexion it is interesting to recall 
that a mediaeval cloth (Calimala) guild of Florence used to- 
appoint three ' Sindacatori ' to check the guild accounts and bring^ 
all irregularities to light. ^ Nearly all the authorities I consulted 
were agreed that the modern Syndics are not of much value. In 
the rural societies it seems to be difficult to find practical me% with 
sufficient business capacity for the post. But even in the well 
equipped People's Banks it is a question -whether they are an 
advantage. One reason, probablyj why the system works better 
in Germany than in Italy is that jn the former external control 
is closer and every one works correspondingly better. '^ 

> The position in both countries has been described at length,, 
in order that those concerned lAay be in a better position to judge 
how far, if at all, the board of supervision should be introduced 
into India. In the ordinary small village bank it is neither 
■ possible nor necessary. It is usually difficult enough to staff the 
committee. It might, however, be of value in the central bank 
provided it were combined with a small managing committee., 
It is a grave defect of central banks in the Punjab that so many 
have official presidents. A frequent reason for this is personal 
rivalry. This might sometimes be adjusted by making one 
aspirant to office president of thfr committee and the other 
president of the board. In urban banks, too, and in the larger 
trading societies the experiment of having a board should, I think, 
be made, for where good men are available German experience 
is emphatically in favour of the system. 

TJie final point to be mentioned is a system in force in 
/« ,^^ „ n . , Germany, adopted from Austria and Switzer- 

(f) The GermsD Postal , -, i "^ \ • i .,..3 , j. 

Cheque syBtem. land, by which any individual, nrm or asso- 

ciation can, under certain conditions,, 
transmit money withoiit limit of amount to any ;parfc of Germany 
for 10 pfennigs, now worth less than 1/lOth of a penny. All 
that is necessary is to open an account at a postal cheque office of 
which there are 13 in Germany. This can be done by making a 
permanent deposit of 25 marks. The account once opened can 
be operated through any post office in the country. Thus, if A: 
at Ooblenz pays in 1,000 marks at his local post office for payment 
to JB in Jena, who keeps his postal-cheque office at Berlin, the 
post office at Ooblenz sends the payment card (by which the 
payment is made) to Berlin. Berlin places 1,000 marks to the 
credit of £ and informs him by sending him a counterfoil of the 



little used 



Staley, Guildi of FlorSuet. 
• Italian societies have also three • Probi Viri ' or arbitrator* to settle disputes bat they are 
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payment card. The lattor also records anything else which the- 
person making the payment wishes to say and so spares him the- 
troiible of a separate communication. Moreover, whoever has an 
account can operate it by cheque, provided he does not draw 
more than 20,000 marks at once. On each cheque the only 
charge is 1 pfennig for every 100 marks drawn. Every client 
receives on the following morning, post free, an extract of all 
entries which have been made in his account the day before. 
Iii this way he always knows how his account stands. In May 
1918 the number of people with accounts was 205,000 and their 
deposits amounted to 765 naillion marks. This shows ' its value. 
To a vast country like India, where bankipg is so imperfectly 
developed, a system of this kind would be invaluable, and in 
making money more fluid it would be of the greatest advantage 
to co-operative societies, to whom the transfer Jof money is often 
a matter of considerable dif&culty. If Government is prepared 
to consider its introduction, further details can be supplied. 
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Sta^e,.,e7-8, 62. 

Urban— Gerlnany, 7, 32, 56, 117, 139 et seq., 189-90. 
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Suoni a scademafissa, 138. 
Burma, f28. 

■ / 



Cabinet-Makers Society (Munich), 115-17. 

Cahill's Report, in, 37 (note), 55, 75, 85. 

Calvenzano co-operative farm, 163-64, 169. 

Capital — see owned'capital. 

CtipitBlism, ii, 2, 15, 58, 117, 185. 

Ciwh credit accounts, Germany, 22, 31, 55, 69, 142. 

Italy, 31, 33, 129, 136-37. 

Ireland, ISO. ^ 
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C — concluded. 
■Casse BuraU, 10, 20, 32 and see village banks (Italy) under Banks. 
Caatelielto, 134. 
Catholics (Italy),— Aims, 17, 158, 

Bank, 10, 34, 58-9, 151. 
Co-operative farms, 158-59, 173. 
Organization, 48-9, 179. 
Eivalry with Socialists, 2, 11, 12, 114. 
Stores, 144-46. 
Village' Banks, 33. 
-Cattle disease, 67. 
Celtic village community, 161. 
■ Character, basis of credit, 5, 24-5, 53, 134-35. 
Cheques in German agricultural banks, 31, 55. 
Coblenz agricultural wholesale, 69. 

EaifBeisen Audit Union, 41, 46, 70. 
Volkslanh, 141-43. 
CoUectivism, (Italy), 2, 16, 114, 158, 172, 174. 
CoUectivist farm, (Italy), 158-59, 166 et seq. 
Commission sale, 79, 91, 111. 

-Committee, German Agricultural Societies, 28-9, 67, 74, 80. 
. Urban Societies, 112-13, 126, 143. > 

Italy, 136, 173, 182. 
'Common good funds, 73, 82, 114, 168, 175, 181, 187. 
Commjme (Italy), 146 (note). 
Compound interest, 29, 55, 138. 
- Compulsory dealing with society, 69, 71, 74, 79, 87, 89, 91. 
. Ooafederazione Oo-operativa Italiano — see Italian Co-operative Federation. ' 
Consorzio Italiano, 150. 

Consorzio Nazionale di Approvigiamento, 150 (note). 
Consumer, direct sale to, 14-15, 72-3, 86. 
Consumers Societies — lee Stores. 
Contractors (Italy), 162, 176-f7, 179-80, 182. 
Control — see Audit Unions, Federations and ofiBcial control. 
■JDo-operation — Definition, ii. 

General effects, 5, 8, 9. 64, 67, 80, 85-6, 88-9, 93, 102-03, 103, 113, 117, 143, 150 
154-55, 162, 164, 174-75, 178. 182. 

«, Growth after the war, 1, 2, 7, 11, 104, 109, 120,. 145, 157, 176. 

Moral aspects, 8, 61, 76, 154, 185. 

Principles, ii, 17, 24-5, 35, 61, 163. 

■iCo-operative Farms (Italy), 9, 15, 59, 73, 156 et aeq., 180. 

Journals, 12 (note), 17 (note), 41. , 

Shops, 64, 110, 113 and under stores. 

Spirit, 28-9, 38, 47-8, 57, 70, 76, 90-92, 115, 127, 140; 149, 153, 160, 164, 170-71, 
185-86. 

'Craftsmen Societies (German), 7, 109 et teq. 

Creameries, 6, 10, 12, 71-2, 86. 

<Credit, fixing of,-63, 67, 69, 134. , 

to customers, 65, 67, 69, 110-12, 148, 151, 153, 

aCrop-sharing tenancy (Italy), 156, 159 ^note), 163. 
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D. 

3Defaulters, 23, 2^, 2l, 31, 99, 136. 
Defects in Germany, 28-29, 37-8, 78, 115. 
Ireland, 19, 34, 149, 153. 

Italy, 3, 9, 11-13, 17, 19, 20, 34, 49, 58-9, 131, 151, 163. 
Punjab, 19, 20, 27, 40, 61, 111. 118, 190. 
Deposits at call, 27, 138. 

dn Central Banks, 4, 8, 19, 34, 54. 

Specific Societies, 22, 27, 56, 58 (^ote), 59, 113, 126-27. 
Trading Societies, 111, 160, 188 . 
Urban Banks, 128-29, 137-38.- 
Village Banks, 10, 20-21. 26 (note), 27, 33, 54, 103, 
Depreciation, 84 (note), 105, 125, 137 and under war loan. 

DiacipHne in Production Societies (Italy), 163, 169, 170, 175, 183 and %nder espulflion. 
Discount business, 129, 134, 136, 143. 
Disputes, — sie arbitration. . 
Diyidends in Central Banks. 65. 

Specific Societies, 69, 89, 94, 112, 116, 125, 163. 
Stores, 147, 149. 

Urban Banks, 131, 137, 140, 143. 
Village Banks, 18, 30 and ^ndel■ profit. 
Dresden Agricultural Credit Association, 93 ei seq. 

Bank, 56, 140. ^ 

Duisdorf Village Bank, 22-3. 

E. 

Ebersberg milk society, 88-9. 

Education, its importance, 34-5, 45, 47, 154, 177, 185. 

Eggs, sale of, in Bavaria, 88. 

Ireland, 149. 
Electricity societies (Germany). 6, 62, 104 et seq. 
Elevators, Germany, 21, 51, 75-6, 78, 81, 83. 
Punjab, 83 note. 

EmUia, 186, 169. 

England, co-operation and politics, 13. 

Entrance fees, 101, 116, 140, 163. 
Erding granary society, 81-2, 

Europe after the war, 1. 

Expulsion from societies, 21, 51, 76-6, 78, s'l, 83, 91, 123, 126-27, 160, 171, 174, 184. 

P. 

Factories, co-operative, 10, 164, 176. 

gpailure, 167 and «ee liquidation and losses. 

False weights, 23. 

Farmers, loans to, 129, 135. 

Farming, 4, 9, 15, 166 (note), 172, 174, also v,nier co-operative farm? and rural prosperity. 

Fascisti, 13 (note). 

Federations, in Germany, 7, 26, 36 e t itq, 42, 72-3, 131, 140. 
in Italy, 10, 12, 49, 73, 131. ( 

Uruon of agricultural and urban societies 8, 16, 38, 48-9, 72-3, 
rand ttjitfer Imperial Federation and RaifEeisen Federation. 



INDEX. 



F. — concluded. 
S'eeding stilfls, 4. 
Fluid resource, 54. 
Fiance— Co-operation and politics, 13. 

"Village tanks, 19, 61. 
• State aid, 56, 61. 

Town and country, 12 (note). 

Metayer system, 156. 
Freitr Autchuat, 38. 
Friedterg granary, 83-5. 

~C - G. 

General assemWy, 26 and under general meetings. 
Meetings, Germany, 28-9, 143, 186. 
India, 186. 
Ireland, 33, 153, 186. 
Italy, 137, 153, 173, 178, 186. 
. Punjab, 19, 28, 186. 

Purposes Society (Ireland), 21, 34, 149 et aeq. 
Oeneral Veriand (Berlin), see SaiEEeisen Federation. 
Germany, Adminjgtratiye- divisions, 43. 
Aims of Co-operation, 16. 
Condition after the wa< 3, 8. 
Financial strength of Co-operatiye banbs, 8, 30,. 
Number of societies, 1, 5. 
Politics and Co-pperation, 13. 
Population, 5 (note); 139 (note). , 
Postal Cheque system, 190. 
Government assistance, see State aid. 

— Control, see official control and State control. 
Gondoliers, 132. ' ^ 

Grading, 74, 79, 82, 91-92. 

Granaries (Germany), 51, 61-2, 71-2, 75 et stq., 187. 
Guilds. 178, 189. 

H. 

Holdings, 22, 29 (note), 64, 93 and under peasant proprietor,. 
Honorary work, 29, 37, 41 (note), 80, 100, 126, 136, 163. 
House-building societies (Germany) 3, 7, 62, 119 et seq., 189. , 

for purchase of houses, 122-23. 

Central Bank, 121. 

Illiteracy, India, S6. -* ' 

Italy, 35 (note), 181. 
Punjab, 85 (note). 
Imperial Federation, £6, 36-40, 43-4, 50, 62, 65, 68 (note), 69. 
Indebtedness, 77, 93, 102-03 and nnder usury. 
Indent system (supply societies), 65, 69. 
Independence, growth of, 10, 115, 122, 157, 160, 178. 
India, Apex' Bank, 57. . 

Bania, 11, 144. , 

Board of supervision, 190. 

Central Banks, 34, 60, 62-3, 65, 



Tf INDEX. \ 

• I — concluded, 

India — continaed.' 
Illiteracy, 35. 

Miscellaneous, 14-16, 32, 83 (note), 119, 189. 
Mortgage deM, 93, 102. 
Organization. 38, 40, 42, 68, 186. 
Progress, 18, 185. 

State aid, 62i \^ 

TJrban Banks, 128. 
Village Banks, 1, 20. 24-5, 27-28. 
Inspection — see Audit. 
Institute of Credit (Milan), 58 (note). 

Jnsfiinio Nazionale di Crediio (Bome) — . see National Institute of Credit. 
Insurance, 67, 163-64, 167, 183. 

Interest rates. Central and State^Banks, 55, 57, 150, 169. 
Commercial Banks, 8, 26, 58, 140, 
Mortgage Banks, 7, 93, 99, 103. 
Specific Banks, 26-27, 143. ; 
Urban Banks, 121, 138, 140. . 
Village Banks, 8, 26-27, 33, 58. 
Ireland, Miscellaneous, 15, 64, 144, 156. 
Politics and Co-operation, 13. 

Village Banks, 4, 19, 25, 27, 33-34, and see General Pur^seS Society. 
Irish Agricultural Organization Society, 13, 73. 

Wholesale Society, 34, 73, 150. • "~ , 

Italy, Aims of Co-operation, 16. ., • 

Co-operation in the South, i, 2 (note), 32, 145-46; 171, 177, 179. ' 
Finance, 20, 34, 58-59. 
Land tehures, 156. 
Number of societies, 1, 2. 
Organization, 43, 48-49, 73. 
Politics, 2, 11-14, 60, 63. 
Population, 139 (note). 
Soundness of Co-operation, 11, 
Italian Co-operative Federation (Rome), 49 (note). 

J. 

Jews, 26, 

L. 

liabour Societies, 9, 59, 157, 171, 176 it leq, 

Labonrer, 167,; 170, 178, ei seq, and see agricultu^l labourers and Iraceianti. 

Land credit, 7, 62, 93, et seq. 

Landlords, 29, 66, 156, 166. 

Land hunger, 165. 

Mortgage — see land credit. 

Tenure (Italy), 156, 158. 
Leadership, 44-5, 126, 186. 
Zega Nazionale (Milan) — see National League, 
LiabUity— Banks, 29, 30, 87, 94, 180, 141. 
Electricity societies, 106. 
Farm societies, 161, 173. 
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L. — concluded.' 
liisbilil^ — eontinuei. 

House-building societies, 125. 
Labour societies, 179. 
Limited, 29-30, 1S8. 
Trading societies, 64, 87, 147. 
Unlimited 29-30, 78, 87, 90, 161. 
Liquidation, 1 (note), 3, 90, 109, 120 (note). 
Lira, value of, i, 1. 
Loans by — 

Central banks, 52-3, 55, 59. 
Mortgage banks, 94-6, 100^01. 
Specific banks, 22, 142. 
Urban banks, 132, 134-85, 138. 
Village b^nks, 26, 33, 
and under credit, security and renewal, 
of Honour, 134-35. 
to Local Bodies, 101. 
Local agents (Gcrnfany), 83, 96-7, 142. 
Lombardy, 10, 156-57, 163. 

Losses, 74-75, 82, 90, 106, 109-10, 112, 116, 124, 150 (note), 153, and under War Loan.^ 
Lotteries, 28. 
Loyalty, 71, 74, 127, 185. 
Luzzatti, iii, 3, 11, IS, 128, 130, 189. 

M. 
Machines, 23, 104, 308, 160, 164, 173. 
Maclagan Committee, 55, 79 (note). 
Managers — 

Banks, 56, 137. '. 

Farm societies, 160, 170. 
Labour societies, 177-78. 
Specific societies, 89, 148, 181-82. 
Store societies, 145-46, 151. 
Trading societies, 69, 71, 74, 77, 80, 82, 114. 
Manures, 3, 10, 64-65, 80, 85, 150,^162. 
Mark, value of, i, 1. 

Market gardeners society (Germany), 73. 
Masons society (Havenna), 182 et seq. 

Maximum loans, 2G-27, 94, 134 (note), 138, and under credit. 
Membership, Craftsmen societies, 109. 

Electricity societies, 106-07. 

Farm societies, 165, 173. 

German societies, 5. 

Labour societies, 176, 179. 

Mortgage banks, 93, 100. 

People's banks, 129-30, 133. 

Store societies, 146, 149. 

Supply societies, 64. 

Village banks (Germany), 18, 28, 31, 32. 

Village banks (Punjab), 19 (note), 28. 

Vine-growers societies, 91. 
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M — ^^conclnded. 
. Metayer system, 156. 
Middleman, 68, 12, 85-86, 156-57, 162, 164. 
Milk Societies, 86 et seq. 
MUan, 11, 58, 128, 131,150. 
Milan People's Bank, 128, 130. 
Money-lenders, 102-03 and see nsury. 
. Mortgage bonds, 97-99. 

secnrity, 7, 28-24, 33, 62, 135. 142. 
Mnnicli, 1 (note), 86, 119. 

,■ Honse-building Society, 119, 127. 

N. 
National Association (Rome), ]2, 49 (note). 

Institute of Credit, 58 et aeq. 150, 169, 176-77. 
League (Milan), 49 (note). 
' ^ Navvies (Italy) — He labourer. 

N^on-members, dealings with, Germany, '65, 67, 70, 74, 82, 84/87, 110-12, 115, 127, 140, 142.- 

^- Ireland, 149. 
~ ~ Italy, 136, 146-48, 161, 

Novara, 10, 133. 

People's Bank, 128-29, 130-31, ei seq. 

o. 

Official control, 38, 41-2, 46, 62, 100. 

Organization — see audit unions, federations and official control. 
Owned capital, proportion to borrowed, in — 
* Central banks, 54. 

Commercial banks, 54. 

Craftsmen societies. 111. ^ 

Electricity societies, 105. 

House-building societies, 124. 

Stores (Italy), 1.50. 

Supply and sale societies, 64. 

Urban banks, 139. 

Village banks, 26 (note). 

Vinegrowers societies, 90 (note). 

P. 

Passbooks in stores, 149 (note). 

Pasture societies, 159. 
Peasant proprietor and Co-operation, 64. 
Politics 12,147. 
Germany, 22, 44, 66, 75, 102. 
Italy, 158, 16S, 175, ^ 

People's Banks, under banks. 
Penal interest, 100. 

Piangipane co-operative farm, 168, 175. 
_ JPolicy — aee aims. 

Politics and Co-operation, 2, 3, 11-14, 49, 60, 63, 147. 
Population of — Bavaria, 40 (note); 

Germany, 6 (note), 139 (note). 
Italy, 139 (note). 
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P— conclndfid. 
'Population — Continued. 

Punjab, 19 (note). 
Bhineland, 69. 
■postal cheque system (Germany), 190. 
Presidents, 23, 25, 32, 45, 66, 117, 148, 155, 170. 
Prices, 104, 144, 183. 
Price of land in— Italy, 165. 

Puujah, 103. 
Principlevof Co-operation — see Co-operation. 
Prohi Viri, 190 (note), 
producer, 14-15, 72-3, 164. 
Production societies, Germany, 110, 112-13,- 114-17. 

Italy, 179, 182, 184, and «ee Co-operative farms.. 
Profit, relation to Co-operation, ii, 50, 139, and under profiteering. 

method of distribution, 67, 82, 91, 113, 131, 174-75, 181. 
Profiteering, 2, 14-15, 112, 144-45, 154, 157, 175. 
Promissory notes, 26, 56, 58 (note), 135-37. 
Proprietors, see landlords and peasant proprietors. 
Provincial banks, 50. 

Prussian Central Go-operative Bank, 36 (note), 50, 56, 140. 
Punjab, Co-operative Farms, 166. ' " 

■ Craftsmen societies. 111, 118. 
Indebtedness, 102. 

Miscellaneous, 75, 77, 84, 93, 104, 165, 188. 
Organization, 40, 42, 45-8. 
Progress, 18,n19 (note). 
Shopkeepers, 144 (note). 
Sub-Inspeetori, 46-7. 
Village menials, 24. 
and under banks, defects, general meetings, illiteracy, population. 

R 

UaifEeisen, 8, 8, 13, 18, 24-6, 28-9, 36. 

Banks — see banks. 

Central Bank, 36, 40, 50, 52, 56, 57, 90. 

Federation, 36 7, 39, 4S, 44, 50, 62, 68 (note), 69. 
Ravenna, district, 9, 166, 179. 

Town, 133, 157. 
People's Bank, 129, 130 et.teq. 
Jle-andit, 47. 

Rebate system, 63, 67, 69, 82, 111-12, 146, 148-49, 155. 
Reclamation of land (Italy), 166, 175, 181. 
R'eggio Emilia, 9, 158. 

Setchsoerhand (Berlin)— s»« Imperial Federation. 
Religious restrictions, 17, 33. 
Renewal of loans, 135. 
Reserve, 187-88. 

in banks 30, 64, 139. 

specific societies, 67, 79, 83, 91, 102, 163. 

trade societies, 67, 83, 92, 112, 116, 1^7- 
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R — conclnded. 
Ithineland, 1, 24, 37-8, 44, 69, 75. -_ 

Roumania, 156 (note). , i 

Enral prosperity, due to the war, 19, 99, lOS, 107, 157, 164-65, 17B. 
Unssia, 6, 24 (note;, 61 (note), 72, 1-44. 

S 

Sale, co-operative, 6, 21-2, 33, 51, 170 et stqf, 160, 162-63. 

San Paolo d' Argon co-operative farm, 162. 

Savings deposits, 20, 132, 143. 

Saxonyrprovince of, 21, 25, 29, 43, 46, 75-6. 

iSchulze-Delitzsch, 7, 139. ' - 

* Banks — see urban banks unie^ banks. 

, Federation, 109. 

'Secretaries, 25 (pftte), 31, 87. 

' Security, 24-5, 81-3, 52, 57, 59, 134, 143, 150-51, 163, 169, 177 and nnier mortgage-security and 
shares. 

Self-help, 4, 60, 62-8, 120, 122, 139, 145, 163, 168-69, and ses StSlie aid. 

Serbia, 156. 

Shares, Central banks, 54. 

Craftsmen societies. 111. 

Houae-building societies, 125. 

Italy, 129 (note). , ' 

Mortgage banks, 101. 

security for loans, 1^4, 142. 

Urban banks, 129 (note), 140. ' 

Village,bank8, 26, 30, 82, 37. 

«icily, 1, 9, 157, 179. 

SUos, 76, 83. 

Size of societies — see membership. 

. Siiidieato Nazionale — aie Kational Association. 

Sjnall holder, 64, 158, and see peasant proprietor. 

businesses, 7, 113, 117, 132-33, 

Socialists (Italy), Aims, 14, 16-17. 

Attitude to People's Banks, 131. 

Co-operative Farms, 9, 10, 158-59, 166. 

Organization, 48-49, 178. 

Kivalry with Catholics, 2, 11-12, 114. 

Stores, 144-46, and see coUectrism. 

■ -State aid in— <■ 

France, 61. 

Germany, 36, 41, 63, 77-78, 85, 87, 89, 94-95, 98, 109, 117, 119-21. 

India, 62-63, 103. . 

Italy, 3, 60-61, 157, 169, 177. 

and see State Banks under Banks. 

State Banks, under banks. 

control of trade (Germany), 6, 70, 79, 82, 87-88. 

Stocktfikiflg, 68, 80, 84, 111, 148, 152-53, 189. 

-..Stores, definition, ii, 64 (note). 

in Germany, 7, 13, 64. 

Italy, 11, 16, 61, 144-45, and under turnover and village stores. 
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^ S— concluded. 

Strikes, IIB, 170. - .' < 

Sulj-dlvisional unions (Germ any), 43-45. 
Sub-Inspectors, 46-47. 
Supply, definition, 64 (note). 

in Central banks, 51. ' ,/ - _■ 

Granaries 75, 77, 80-81. 
' Village banks, il, 33. 
' Supply societies, rural, 6, 10, 12, 64 e t seq. 

urban, 110-12, and vmdcr turnover. 
Sureties, 25, 32 (note), 33, 67,.134 and see security. 
Syndics, 136-37, 149, 152, 189-90. 

T. . 

Tailors society (MunicH), 109, 112. 
Taxation on co-operative societies, 65, 139, 147. 
Teaching — see education and training courses. 
Templecrona society (Ireland),-1 54-55. 
Tenant farmers (Italy), 156, 158-59, 173. 
Thrift, 34 and' see savings deposits. 
Tirachenreuth granary society (Bavaria), 78-80. 
Town, rift with country, 2, 45, 47, 72. 

Trade Unionism, 16, 113, 169, 170, 172-73, 175, 178, 181, 18 '. 
Trading by Central Banks, 51-52, 117. 
Training courses, 46, 48, 59, 152. , 

Turnover in, supply and sale societies, 51, 64, 66, 70, 80, H, 83, 109. 
stoi^es, 7, 147, 149, 151, 153-55. 

u. 

Ulmer system, 123. 

Unions — see audit unions and sub-divisional unions. 

Unlimited liability —see liability. -- 

Unpaid liabUity, 31, 53, 107, 188. ^ 

Urban banks — see under banks. 

societies, 7, 32, 109 and see craftsmen, federations and stores. 
Usury, 8, 26, 102-03. 

V. 

Venice People's Bank, 129 et seg. 

Vsrband, 37 (note). 

VUlage banks — see under banks. 

communities, 161. 

stores, 64, 144 et seq., 160, 168 and see stores, i 
Vinegrowers societies (Germany), 89-92, 187. 
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Wages, Germany, 6 (note), 113, 116 
Ireland, 155 >s,^ 

Italy, 178, 183. 

War Loan (Germany), 8, 28-30, 82, 98, 188, 

TlTaterpower, 104, 108, 147. 

Weavers societies (Punjab), 111, 118. 

Weevil, 82, 84. 

Weighbridge^, 23, 164. 
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W — pondiided. 

Wholesale aocieties, agTicultnral (Gennany), 20, 22, 36, 38, 43, 61, 64,68-70, 73. 
^ apex (Germany), 70. 
- ~ in Ireland, 34, 73, 150. 
Italy, 150. 
Withdrawal, right of, in Germany, 68, 101, 111, 125,188. 

Italy, 188. 
Wolff, iif, 27 (note), 32 (note), 60, 189. 
Wollemhourg village banks (Italy), 10, 12, 31 (note), 32-3. ^ 
Women as co-operators (Germany), 28, 48. 
WooH, 14 (note), 143. 

Z. 

Zemindar.— tee peasant pvbprietor. 



